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November 1999, Potash Corporation of Saskatchewan Inc. 


ssed its 10-year milestone as a publicly-traded company. In 
se 10 years of resourceful growth and thoughtful change, it 
s reforged itself into the world’s largest manufacturer of the 
primary nutrients. Despite weather, politics and economic 


spirals, amid changes in subsidy levels, application rates and 


methods, acreage planted and farm prospects, it has resiliently 


outperformed the fertilizer sector. In the 10 full years it has 


been publicly traded, it has matched 
performance of the Dow, returning a 


the 


cumulative 316 percent to shareholders. 


review 


Potash Corporation of Saskatchewan Inc. (commonly known as PCS or 
PotashCorp) is a leading supplier of potash (K), phosphate (P) and nitrogen 
(N) to three distinct market categories: agriculture, as the world’s largest 
and lowest-cost producer of fertilizer products; animal nutrition, as the 
world’s largest producer of phosphate feed ingredients; and industrial 
chemicals, as the world’s largest producer of industrial nitrogen products. 


PCS is the world’s largest potash company by capacity, with vast excess 
capacity upon which to draw as markets grow. It is the third largest 
phosphate company in the world, with large, low-cost reserves and the 
industry's most diversified product line. It ranks in the top three in 
nitrogen, producing a wide range of upgraded products. 


Products from the 18 PCS facilities spread throughout North America and 
Trinidad are sold worldwide. PCS owns 9 percent of Israel Chemicals, and is 
developing a facility in Chile producing sodium nitrate and potassium nitrate. 


Under the symbol POT, PotashCorp shares trade on the Toronto and 
New York stock exchanges. At the end of 1999, 53.7 million shares 


were outstanding. 


Potash Corporation of Saskatchewan achieved its leadership position by 
redefining how profits can be optimized in a commodity business. It has 


concentrated on its strengths and developed a strategy for long-term 


profitability in each of its nutrients. 


potash, PCS matches supply to demand to minimize inventory overhang and grow 


nings. In phosphate, it stresses product diversification to maximize production of 
se products with a market premium. In nitrogen, it emphasizes industrial sales. In 
ry case, the goal is to benefit from the fertilizer market on the upside and shield 


nings on the downside, to generate premium shareholder value. 


The Company is determined to remain a low-cost supplier of potash and phosphate to 
global customers and of nitrogen domestically. Reinforcing and strengthening this goal 
is its long-term business strategy of focusing on the acquisition of quality assets that 


will build on its strengths, complement it logistically and add strategic value. 


In all its products, PotashCorp is striving to become more customer-focused and 


responsive to customer needs. 


With confidence in these strategies, its quality products and its management vision, 


PCS moves resourcefully into its second decade, anticipating continuing leadership of 


the world fertilizer industry. 


REPORT TO SHAREHOLDERS 


William J. Doyle 
PRESIDENT and CEO 


is my privilege to report to you on your 
ompanys assets and our management of its 
y-to-day operations in 1999, our tenth year 
a publicly-traded company. In that decade, a 
edgling Saskatchewan potash producer built itself 
into a world leader in fertilizers, animal nutrition 
and industrial products. Its assets, over that 
10-year period, have quadrupled and its market 
capitalization has almost quintupled. Net income 
on a sustaining basis has increased eightfold while 


sales have multiplied 11 times. 


Our tenth year was a difficult one, full of challenges, 
but your management used it to address our 
problems and rejuvenate your Company for the 
long term. The pages that follow will give you a 
detailed report on 1999, so I will touch only on the 


major developments. 


A YEAR OF MIXED RESULTS 

Up front, we must acknowledge that 1999 was a 
poor year in fertilizer, principally because of North 
American markets. The spring season disappointed 
us, as farmers cut costs by putting off fertilizer 
purchases, and high grain stocks and low grain 
prices pressured sales throughout the year. 
Nitrogen was a poor performer in 1999, phosphate 


weakened through the second half of the year, and 


only potash held its own. Our feed and industrial 
businesses were relatively stable, but fertilizer still 
represents 70 percent of our business. We know 
agriculture will recover, but we are using the 
opportunity provided by this downturn to reorient 


the Company. 


Our 1999 sales would have produced earnings of 
S249 per sare (1998; 34:82) except tor our 
writedown of our nitrogen assets. Part of that 
one-time charge was for closing two high-cost 
nitrogen plants, but most related to a review of the 
nitrogen goodwill. As a result, PotashCorp recorded 


a loss of $7.60 per share. 


The writedown followed an examination of our 
nitrogen assets with our auditors. We had done a 
thorough analysis before we bought those assets in 
1997, and anticipated lower prices. But we did not 
anticipate such extreme external events as China 
withdrawing from the world urea market and 
Russian exporters’ continued non-market pricing. 
Nitrogen prices deteriorated rapidly, and we see no 
basis to expect substantial sustained improvement 


in the near future. 


It seemed prudent to address the problem, and we 
took the writedown in the third quarter of 1999. 


We also cut costs by permanently closing two 
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Your Company's immediate goals 


nitrogen plants and shutting down some 
phosphate production. In potash, we took more 
inventory control shutdowns, using the downtime 
at our Allan mine for a major shaft maintenance 
project. We continue to look at ways to reduce 
spending, and have made this goal part of our 


permanent approach to business. 


Our share price has not performed well this year, 
and it is small consolation that our peers suffered 
similar or greater declines, all as a result of the 
drop in fertilizer prices. Shareholders had long 
urged us to institute a share repurchase program, 
and we have begun a 5-percent buyback. By 
November 18, 2000, we plan to buy and cancel up 
to 2.7 million shares. We had bought 630,000 
shares by December 31, 1999, at an average price 
of US$46.45. You asked us to take this step to 
strengthen the value of your PCS holdings, and 


we responded. 


A major highlight in 1999 was the increase in the 
Company’ impressive collection of safety records, 
which gives all of us at PCS a real sense of pride 
and reaffirms our constant emphasis on safety. We 
expanded into the specialty fertilizer area with our 
purchase of Minera Yolanda in Chile, now called 
PCS Yumbes, which produces sodium nitrate and 
potassium nitrate. Late in the year, we signed a 
memo to purchase a feed phosphate plant in 


Brazil, and we continue to evaluate acquisition 


opportunities around the world. In February 2000, 
we sold our potash mine at Moab, Utah to Intrepid 
Oil & Gas, LLC of Denver, Colorado, but PCS will 


continue to market its potash. 


CHANGES IN MANAGEMENT 

Changes also took place in senior management. 
Chuck Childers, whose experience and wisdom 
guided PCS for its first decade and made it an 
industry leader, retired on June 30, and I was 
honored to be selected by the Board as the new 
CEO. Able support has been provided by the 
management team that is one of your Company's 
most valuable assets, though you won't find it on 
our balance sheet. I took up this position on July 1, 
and our team — .300 hitters and strong fielders, 
every one — immediately began the refocusing and 
cost-cutting demanded by the difficult fertilizer 
situation. We have begun to consolidate our US 
administrative operations into one office in 
Chicago, improving efficiency and effectiveness 
and ending management duplication. And we have 
taken steps towards our goal of having every task 
dealt with at the lowest possible level of the 
Company, to build the strongest group of managers 


possible throughout PotashCorp. 


We were saddened by the death in November of 
Denis Coté, a veteran member of our Board who 
made an important contribution to the Company 


over its formative years. We need to recognize the 


Your Company's continuing goals 


contributions of Jim Lardner, who retired at the 
1999 annual meeting, and Paul Wise, who has 
announced that he will not seek re-election in 2000. 
Both joined the Board in 1989 and the Company has 


benefited from their valuable counsel. 


WHAT CAN YOU EXPECT IN 2000? 

We think 2000 will continue to offer challenges in 
fertilizer, though offshore potash sales should be 
solid. New capacity in both DAP and nitrogen will 
maintain pricing pressure on those businesses. 
Though the horizon shows few definite signs of 
improvement, things can change quickly in 
fertilizer. Capacity shutdowns, consolidation and 
rising grain prices have triggered a rebound in 
fertilizer earnings in the past, and we expect them 


to do so again. 


We assure you that PCS will use its many 
strengths wisely to deal with the situation. We 
continue to identify and support new fertilizer 
demand in developing nations, where the growth in 
consumption will come. In 2000, we will produce 
our first specialty fertilizers from our Chilean 
property, for crops that cannot use chloride-based 
products. Our operations will continue to develop 
and put to work the kind of new technologies that 
have made us a leader in potash mining automation. 
And one of our most important initiatives will be to 
keep growing our industrial and animal feed 


businesses, always more stable than fertilizer. 


My background in sales has taught me that 
customer service must be our No. | driver. We are 
working to enhance our established ability to meet 
customer demand in each of our nutrients with 
quality products in a timely fashion, with value- 
added products, services and relationships that 
will truly differentiate us from our competitors 
worldwide. We have reaffirmed our belief that 
excellent customer service is the best link to long- 


term shareholder value. 


Above, you can see our short-term and long-term 
goals for your Company. We expect to be held 
accountable to these goals, which we consider 
attainable. You will remember that when the 
bottom fell out of the market for potash, and then 
for other fertilizers, in the wake of perestroika and 
the collapse of the Soviet Union, your Company 
persevered and profited. We are determined to do 
so now and in the future, for the benefit of our 
shareholders, our customers, our employees and 


all who depend on PotashCorp. 


William J. Doyle 
President and Chief Executive Officer 
March 1, 2000 
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Compared to its competitors, PCS has more excess 
capacity in potash, more product diversification in 
phosphate and more industrial sales in nitrogen. 
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used on cotton, sugar beets and other such specialty crops and, 


Potash 


t seven mines in Canada, six of which it owns and 


combined with potash into potassium nitrate, it benefits tobacco 
and high-value horticultural and greenhouse crops. PCS Yumbes 
operates, PCS produces high-quality potash required 
by farmers around the world. With well over half of the 


will begin production in 2000. 


world’s excess capacity, it can increase production as markets 


grow, further reducing its already low costs per tonne. It makes 
more than half its annual sales offshore and is an important 
supplier to developing nations where demand for potash keeps 
growing. There is no substitute for this vital fertilizer. 

PCS produces about 20 grades to suit its many 
markets. Its agricultural product, guaranteed to 
have at least 60 percent K,O (95 percent KCl), 
is particularly important for corn, soybeans, 
rice, cotton, bananas and coffee, but all 
crops require potassium for ultimate 
growth, health and yield. 

At Yumbes, the new sodium nitrate 
mine it is developing in Chile, PotashCorp 
will produce specialty nutrients for use on 
chloride-sensitive crops. Sodium nitrate is 


Potash Production 
1999 
41.7 million tonnes (est.) 
6.4 million tonnes 
15% 


1998 
41.8 million tonnes 
7.0 million tonnes 
17% 


World 
PCS 
PCS Share 


PCS POTASH STRENGTHS 


1 Excess capacity 2 Leading global player 
3 Capable of producing more potash 


than other world companies at lower cost 


Products Primary End Uses 


HOW IS 


Agriculture 


Fertilizer 


POTASH TV/computer screens, water softeners, soaps, perfumes, de-icers 


Industrial 


Feed Supplements Livestock and poultry 


Potash is the major source of 
potassium, needed by plants to raise yields and food value, build disease 
resistance and improve shipping, handling and storage qualities, and by 

animals to help growth, maintenance and milk production. 


1999 in Review 

Entering 1999 with its inventories high, and faced with 
weak North American demand but solid world demand and 
more Russian product on the market, PCS adhered to its strategy 
of matching production to demand and produced 9 percent less 
potash than in 1998. Its production was 6.388 million tonnes, 
and its mines operated at 52 percent of capacity with a 
combined 58 weeks of shutdown time, almost twice the 1998 
number. This increased production costs, but lowered 
inventories going into 2000. Allan extended the shutdown 
period to replace a section of concrete shaft lining with ductile 
iron tubbing backed by 408 tonnes of high-strength grout. 

PotashCorp agreed in February 2000 to sell its only 
potash mine in the United States, at Moab, Utah, to Intrepid 
Oil & Gas, LLC of Denver, Colorado, but will continue 
marketing its potash. 


One banana provides a person's entire daily need for potassium, 
which is essential for healthy functioning of the nervous system 
and boosts energy. Potash nutrients improve the benefit bananas 
provide to people. 


In addition to potash, Moab and New Brunswick produced 
0.812 million tonnes of sodium chloride (salt), used to de-ice 
winter roads and make various products. 

Cory and Patience Lake set productivity records. 


1999 Production (million tonnes KCl) : a; | 
Annual Capacity 1999 Production 1998 Production § Mine Site Employees 
(active) 
Lanigan SK 3.828 1.594 niescus 330, rn 
Rocanville SK 2.295 1.709 1.882 320 
Allan SK 1.885 .676 1.142 oa 
Cory SK 1.361 674 676 152 
Patience Lake SK 1.033 .260 254 64 a9 
Esterhazy SK! 951 .726 543 : a. 
New Brunswick 785 693 783 pee 
Moab UT 059 .056 059 49 
TOTAL 12.197 6.388 6.995 “site. = 


| Production at Esterhazy is mined from PCS reserves by International Minerals and Chemi 


agreement. For calendar year 2000, the PCS allocation is 0.726 million tonnes. 


PCS has an estimated 


60% of world 


excess potash capacity. 


PCS is the potash leader in 


Saskatchewan, which has reserves 


for about 1000 years 


of production. 


4 Potash Fact 


Potash production costs are affected by: ore thickness, 
consistency and continuity; ore depth, geological 

| conditions and K,O grade; mill recovery achievable, 

| operational capacity, degree of automation. 


PCS PHOSPHATE STRENGTHS 


If it used all its capacity, PCS could 


supply 30% of annual 


world potash consumption. 


Potash is mined from ore deep 


underground or extracted from 
brine, and milled on the surface. 


PCS Cassidy Lake in New Brunswick has an annual milling 
capacity of 1.3 million tonnes and a compaction capacity of 
1.0 million tonnes of granular product. In 1999, its 31 employees 
upgraded and compacted 0.197 million tonnes of standard potash 
from Rocanville for markets in the eastern US and Canada. 

A small brine inflow continued at PCS New Brunswick 
throughout 1999, controlled at 400 gallons per minute. A 
grout curtain wall is being constructed above the mine to seal 
off the inflow. Potash production was maintained without 
interruption during the year. 


1 Diversified and low-cost production 


2 Long-term rock reserves 


Phosphate 


‘a rom the high-quality phosphoric acid produced at its 
he US phosphate facilities, PotashCorp makes solid 


enables it to switch production among products to maximize 
its margins. 

Together, its phosphate facilities at Aurora, North 
Carolina, White Springs, Florida and Geismar, Louisiana 
make PCS one of the world’s lowest-cost P,Q; producers. 
Abundant, high-quality phosphate rock reserves at Aurora and 
White Springs mean its average costs will decline while 
competitors pay to transport lower-quality rock to their plants. 
PCS has multi-year permits to draw on its reserves. 

Among its unique strengths in phosphate, PCS produces 
purer acid than its competitors to upgrade into high-quality 
industrial acid. Its production of superphosphoric acid at all 
three locations makes it the world’ leading supplier of this 
fertilizer intermediate geared to the conservation tillage systems 
increasingly popular with North American farmers. At six 


plants strategically located across the United States, it produces 
the feed products Dical and Monocal for swine and cattle, 
primarily, and DFP for poultry. Its use of black SPA from White 
Springs lowered the cost position and increased the capacity of 
its feed plants, enabling it to easily grow its feed business. 

The convenience to tidewater that has made Aurora 
the Company’s main phosphate export location also benefits 
transportation logistics. 


1999 in Review 

Demand for phosphate fertilizers fell in 1999 and, in 
response, PCS cut its production of phosphoric acid at Aurora 
and Geismar in the third quarter and curtailed 18 percent of 
capacity at White Springs. Its total production of 2.124 million 
tonnes PO; was 10 percent lower than in 1998, and represents 
85 percent of total capacity at the three facilities. 

In a year of lower domestic demand for the major solid 
fertilizer DAP the phosphoric acid curtailment at White Springs 
was the equivalent of 22 percent of PotashCorps DAP capacity. 
Total 1999 DAP production was 1.737 million tonnes, 
10 percent less than in 1998. Production of the liquids MGA 


PCS, the world’s largest manufacturer hte Spring: ma OSS 


of phosphate feed supplements for 


livestock and poultry, has nearly 


PCS average rock costs 
will be steadily less 


of US capacity. 


than the increasing 
costs of its large Florida 
PotashCorp is one of the lowest-cost competitors. 


producers in the world. 


Source: TFI, CRU, PCS 96 97 98 99 OOF OIF O2F O3F O4F O5F 


Phosphate Fact White Springs had record production of 


phosphate rock in 1999. Its Swift Creek plant 
Phosphate is found in underground ore deposits which yield phosphate continued to operate as a single product 


rock to make phosphoric acid, feedstock for other products. producer of black SPA, confirming its position as 
one of the lowest-cost plants in the industry. It 
produced 12 percent more P,O; and 5 percent 
and SPA was also down, by 8 percent and 6 percent respectively, more black SPA, setting an annual SPA record, while cutting 
and 81 percent and 67 percent of their capacity was used. production costs of black SPA. 

Aurora surmounted unique challenges in 1999. It was hit Significant freight savings were achieved on inbound 
by four hurricanes, resulting in substantial downtime and close — sulphur and all outbound products after the Lake City Transload 
to $1 million in damage. Mining the western edge of its ore Facility started up in July, providing access to the CSX railroad 
deposit presented difficult conditions and produced less ore, from White Springs. The facility is designed to transload 
raising costs significantly. 0.310 million tonnes of sulphur per year from rail to truck, and 

Mining of this difficult ore body is almost completed and the same amount of superphosphoric acid from truck to rail. 
the first steps were taken in 1999 to develop the NCPC 
property, AuroraS most attractive phosphate rock reserve. Phosphate Fact 
Beginning in 2001, it will provide the lowest-cost rock in North Phosphate is the major 
America, with the first production occurring late in 2000. source of phosphorus, the energizer of plant production, crucial 

to photosynthesis and reproduction and other yield-developing 
processes, and needed by animals for general nutrition and 


normal body growth, maintenance and repair. 


Products 


Primary End Uses 


HOW IS 
Feedstock for other phosphate products 


Agriculture 

Liquid fertilizers, feed, industrial products 

Livestock and poultry 

Soft drinks, food products, industrial detergents, metal treating, water treatment 


PHOSPHATE 
SPA, LoMag, Poly-N 


Feed Supplements 
Industrial Acid 


USED? 


With the idling of the PCS export terminal at Jacksonville, 
Florida, White Springs now exports through the port facility at 
Morehead City, North Carolina used by Aurora. This consolidation 
helped reduce distribution costs and improve services. 


Phosphate Feed Production 
The world’s largest manufacturer of phosphate feed 


nearly 40 percent of total US feed phosphate production. 
Company production was down 3 percent from 1998. 
Weeping Water, Kinston, Marseilles, Davenport and one 
White Springs facility produced Dical and Monocal. DFP was 
produced at White Springs and at Saltville, until the latter 
was permanently closed on September 1. Saltville had 
consistently higher production costs than the White Springs 


supplements for livestock and poultry, PotashCorp produced DFP plant, where a new product processing method increased 


0.709 million tonnes of Dical, Monocal and DFP in 1999, 


Phosphate Rock (million tonnes) Phosphoric Acid (million tonnes POs) 


recovery by 3 to 5 percent. 


Annual 1999 1998 Annual 1999 1998 Employees 
Capacity Production Production Capacity Production Production (active) 
Aurora NC 6.0 4.451 4.738 |, 2o” 1.070 IQS gs ; 
White Springs FL 3.6 3.594 S595 1.093 -858 956 1,047 
Geismar LA - = .202 -196 214 45 
9.6 8.045 8.131 2.497 2.124 2.363 2,285 


Geismar 


Aurora White Springs 
Annual 1999 1998 Annual 1999 1998 Annual 1999 1998 
Capacity Production Production Capacity Production Production Capacity Production Production 
Liquids; | MGA! 1.835 1.607 1.789 1.908  —«*1.343 1.456 337 356 357 
SPA .676 398 437 1.138 815 822 Oe .134 .180 
Solids DAP 1.247 1.152 225 710 585 ./00 = - _ 


1 A substantial portion is consumed internally in the production of downstream products. The balance is exported to phosphate fertilizer producers and sold domestically to 
dealers that custom-mix liquid fertilizer. 


Annual Capacity 1999 Production 1998 Production hat ie? 
Davenport IA AS 230 ss «088 094 ee 25 
Marseilles IL Pe eee 64 _— as Z _ 36 
White Springs FL(D/M) 218 ee 22 SOE 
Weeping Water NE Se 208 Se ee oe es ee 
Kinston NC Ale 066 ene SS 21 
White Springs FL (DFP) Saas 079 086 : Lie 
Saltville VA* .078 .041 : .068 4 
1.304 .709 ow, 193 ) 


* Ceased production August 31, 1999. 


Phosphoric Acid Production 
1999 1998 
World 28.2 million tonnes P,O, (est.) 27.9 million tonnes P20; 
PCS 2.1 million. tonnes P.O; 2.4 million tonnes PO, 
PCS Share 7% 9% 


PCS built a potash storage dome at the Marseilles feed plant, Purified Acid 
which receives unit trains of potash for loading into trucks for The purified acid plant at Aurora produced 0.117 million 
shipment to customers. The dome is the first phase of a tonnes P,O; for industrial use, operating at 87 percent 
of its rated capacity of 


warehousing complex that : 
could ultimately offer all three Phosphate Fact 0.135 million tonnes. 


nutrients and produce cost- 
Phosphate rock production costs are affected by ore 


saving synergies by reducing 
overall distribution costs. thickness, consistency and continuity, depth, geological 
conditions and concentration ratio (tonnes of ore 


removed per tonne of phosphate rock). 


PCS NITROGEN STRENGTHS 


ae 1 Large percentage of industrial sales 


2 Ammonia production in Trinidad with lower-cost gas 


Nitrogen Competitive pioameten of nitrogen products depends 

on adequate supplies of natural gas. PotashCorp has the 

t four plants in the United States and a large complex advantage of producing much of its ammonia at low cost in 

in Trinidad, PCS makes upgraded nitrogen products Trinidad, where the natural gas price is indexed to ammonia 

for agriculture and industry. The most diversified prices in the Caribbean: this will become increasingly 

producer, it makes all the nitrogen fertilizers plus industrial important as gas prices rise elsewhere. For its US production, 

products used in the manufacture of essential and familiar it purchases half its natural gas at fixed prices and half from the 
products for home, car, building and pharmaceuticals. Its market, often at reduced prices due to its hedging practice. 

micro prilled urea is used as a supplement to help build Florida DAP producers buy much of the PCS ammonia 

protein in beef and dairy cattle, and in horticulture. produced in Trinidad. Half its US production goes to industrial 


Million Tonnes Ammonia’ 


PCS divides its nitrogen 


production almost 


50-50 


between agriculture 


Half of the 
PCS ammonia 
capacity is in 
Trinidad, 
where it 
benefits from 
low-cost 
natural gas. 


and industry. 


Source: Blue Johnson, PCS 


Ammonia Production 
1999 
131.3 million tonnes (est.) 
3.8 million tonnes 
3% 


1998 
World 
PCS 


PCS Share 3% 


customers as ammonia or upgraded products, and it can use 
38 percent of the remaining ammonia for its own DAP 
production. Its agricultural nitrogen business benefits from 
strategic plant locations in the US Midwest, close to customers 
and profiting from a positive price differential with the Gulf. 


1999 in Review 

With continued pressure on world nitrogen prices, 
PotashCorp produced more of its ammonia — the raw material 
for value-added nitrogen products — at its low-cost Trinidad 
plants and closed two high-cost 
plants in the United States. 
Operating at 93 percent of 
capacity, the highly efficient 
Trinidad 
45 percent of the Company’ 
B27 tonnes of 
ammonia, up from 37 percent 
in 1998. In total, PCS produced 
slightly more ammonia than 
in 1998, using 89 percent 
of capacity. 

With its new Train 5 nitric 
acid plant on stream, Geismar 
produced record volumes of 
that product earmarked for 
industrial production. Augusta 
had record production of nitric 
acid and ammonium nitrate, 
and Lima set a record for urea. 
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| North American Capacity 
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Farmland 


in the US, which have a 
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Production at Clinton and LaPlatte ceased on 
August 12, following a thorough review of current 
and future market conditions which convinced the 
Company that neither plant could be operated 
competitively. 

On December 31, Trinidad’s 01 and 02 
ammonia plants were shut down by the Company 
following expiration of its natural gas supply contract. Two 
years of negotiations with the National Gas Company of 
Trinidad were unable to secure a new agreement. These two 
plants represent about half the Company’ total Trinidad 
ammonia capacity. Negotiations are continuing. 


Nitrogen is required by every living cell and is 
part of the genetic blueprints RNA and DNA. 


Less than 5 percent of the nitrogen that fertilizes soils 
comes from lightning flashing through moist air; world 
food production depends on manufactured nitrogen. 


over Gulf Coast competitors. 
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Ammonia 
Urea 


Fertilizer for agriculture; feedstock for industrial and other nitrogen products 
Agriculture, pharmaceuticals, plastics, resins, adhesives, dyes, pool chemicals, humulin 


for diabetics; feed supplements for livestock 


Nitric acid 
Ammonium nitrate 
Nitrogen solutions 


Agriculture 


Carpets, photography, batteries, lacquers and paints, tires, ammonium nitrate 
Agriculture, explosives for mining, construction and road work 


Industrial Production 

Many PCS products have widespread industrial uses. 
More than 73 percent of ammonia produced and sold by the 
Company in the US in 1999 went to industry, along with 
67 percent of urea, 70 percent of ammonium nitrate and all 
nitric acid. 

PotashCorp also produced 0.109 million tonnes of micro 


Nitrogen Fact Nitrogen products are 


manufactured from feedstock ammonia synthesized from 
natural gas, steam and air; ammonia is also the most 
concentrated nitrogen fertilizer. Urea is the major fertilizer 
source of nitrogen. Solid fertilizer ammonium nitrate is made 
from nitric acid. Liquid forms of urea and ammonium nitrate 


prilled urea for feed and industrial purposes at Memphis, 
18 percent more than in 1998. 


are combined into nitrogen solutions. 


1999 Production (million tonnes) 


Ammonia! Nitric Acid! 2 Urea Solids Ammonium Nitrate Solids Nitrogen Solutions 4 

Annual 1999 1998 Annual 1999 1998 Annual 1999 1998 Annual 1999 1998 Annual 1999 1998 Employees 

Capacity Production Production Capacity Production Production Capacity Production Production Capacity Production Production Capacity Production Production (active) 
Trinidad 1.833 1.705 £3599 = = = .602 589 512 - = = = = = 376 
Augusta GA .653 651 .666 522 -512 ESI 563 535 548 442 412 410 581 403 467 125 
Lima OH 542 -550 481 .097 .098 .103 370 327 .260 = = = DEY 131 aliey/ 45 
Geismar LA .483 396 473 844 566 ul = - = = = = 1.028 .695 9955 144 
Memphis TN .371 325 1S = = = 409 354 oS) = = aa = = - 137 
Clinton IA4 ~=—.238 -107 .226 26 .038 al = - = 079 .030 .078 LOS .026 .081 XE) 
LaPlatte NE4 .182 .093 .188 .178 .059 .158 = - = = = = 436 -163 436 33 
TOTAL 4302 3.827 3.806 1.767* 1.273 1.411* 1.744 1.605 eos) | 442 488 2.435* 1.418 2.096* 8486 


* Totals do not include the 
Wilmington NC plant which 
closed in June 1998. 


1 A substantial portion of 
ammonia and nitric acid is 
upgraded to other products. 

2 HNO; tonnes. 


3 Capacity and production are 
based on 32% N content. 


4 Ceased production August 12, 
S993 


5 BP Chemicals operates the Lima 
facility under an operational 
agreement with PCS Nitrogen. 


6 460 contract employees work at 
the nitrogen plants, for a total 
active workforce of 1,308. 


Nitrogen Fact 


Nitrogen is needed by animals for proper nutrition 
and maturation, and is the fundamental building 
block of plant proteins, improving yield and quality. 


a 


Quality and choice in paints have encouraged their 
widespread use in home decorating. Upgraded 
nitrogen products are needed in paint production. 
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© Potash 


Rising Sales 


PCS Revenue $ Millions 
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Domestic 
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Nitrogen 
Stable Non-Fertilizer Prices Industrial Growth 
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Increasing world demand in potash, increasing sales in the 
more stable phosphate products and increasing industrial 
sales in nitrogen will contribute to the PotashCorp success. 


World population, rising 

by 75 million a year, 
reached 6 billion in 
October 1999, and an extra 
20 million tonnes of 
grain are needed annually 


to feed it. 


n 1999, the world’s farmers again used more fertilizer, and 
total sales of nitrogen, phosphate and potash exceeded 
1998 levels by approximately 2 percent. Asia, which 
consumes large quantities of fertilizer, recovered impressively 
from its economic problems, with almost the entire region 
enjoying economic growth. Domestic sales of all three 
fertilizers were down because low grain prices discouraged 
North American farmers from fertilizer inputs, but export 
demand pulled overall sales of nitrogen up by 3 percent, 
potash by 2 percent and phosphate by 1 percent. 
Through its efficient transportation 
network of railways, trucks, river barges 


and ocean-going bulk carriers, plus its 
strategically located warehouses, PCS 
served its 2,000 customers swiftly 
and smoothly. It is a reliable 
supplier able to provide the 
just-in-time delivery the 
markets want. 


; ] Multiple product locations 


Almost 15 O% of China’s cultivated 


farmland is deficient in phosphorus, and 


it needs to use 2 times as much potash 


to get balanced nutrition in its soils. 


PCS MARKET STRENGTHS 


The United States: Mature market with relatively 
stable annual consumption affected mainly by 
acreage planted and application rates per acre. 


PCS has 6 times as many 
fertilizer customers as when 


it produced only potash. 


A 1999 focus group of fertilizer dealers in the US Midwest 
rated PotashCorp the most trustworthy of the major fertilizer 
suppliers, and the most friendly, modern, helpful, prepared 
and on-time. Customers for PCS industrial products found 
it the most reliable of all industrial suppliers, noting its 
knowledge and expertise. PCS was the first fertilizer company 
to receive the Supplier of the Year award from The Scotts 
Company, the world’s leading producer and marketer of 
products for the do-it-yourself lawn and garden business, 
professional turf business and horticulture industry. It is one of 
the Company’s largest urea customers. 

The United States is the major fertilizer market for PCS. In 
1999, the Company supplied about 30 percent of the potash 
used in this market, which is the world’s largest consumer of 
potash. The US is also a big user of phosphate fertilizers and 
PCS has nearly one-fifth of the DAP market and about half 
the growing market for liquid fertilizers, as well as nearly 
40 percent of the market for phosphate feed products for 
livestock and poultry. PCS is a significant supplier of ammonia 
and urea used in agriculture and industry in the US, which is 
a major producer and consumer in both areas. It had 
approximately 30 percent of the US industrial nitrogen market 
and one-sixth of the total North American nitrogen market. 

PCS is an important supplier of potash and phosphate to 
offshore markets. The majority of its offshore potash sales are 


, c @ co 2 Efficient transportation network 
or 7 3 One-stop shopping convenience 


China: World's largest consumer of fertilizer, a major 
potash and phosphate importer evolving from 
centralized purchasing to a multiple customer system. 
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handled by Canpotex, the export sales agency for Saskatchewan 
producers. PhosChem, an association for US exports of 
phosphate fertilizers, is responsible for the Company’ offshore 
phosphate sales. PCS Sales handles liquid phosphate exports 
for PhosChem, plus offshore sales of the Companys New 
Brunswick potash and Mississippi Chemicals potash from 
New Mexico, and all sales of PCS nitrogen products. 

The major offshore fertilizer markets are China, Brazil 
and India. 


Brazil: Largest agricultural producer in Latin America, 


applies fertilizer:to cash crops it grows for export, 
particularly soybeans, coffee and sugar cane. 


China, with limited arable land to feed 22 percent of 


world population, is relying on the use of more fertilizer. Its 


potash consumption has risen by an average of 9 percent a year 


400 billion cups of coffee are enjoyed every year 
around the world, and 35 percent of that coffee is 


grown in Brazil, a major potash importer. 
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India: Important potash, phosphate and urea market 
where purchases are affected by subsidy levels. 
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over the last decade, and PCS is a major supplier. China is the 


world’s largest DAP importer, and PhosChem supplies about 
60 percent of its imports. China was the world’ largest 
importer of urea until 1997, when it suddenly halted imports, 
affecting markets for both ammonia and urea. 

As the largest country and the largest agricultural producer 
in South America, Brazil is a major potash consumer and an 
important market for PotashCorp. It is the largest 
single market for product from the Company's 
New Brunswick facility, which is ideally located to 
serve Latin America and Europe. 

India is not usually a major potash market 
for PCS, but its purchases support prices and 
absorb tonnage that would otherwise compete 
with the Company’ potash. India is a leading 
phosphate importer, getting most of its DAP from the US and 
its MGA from Morocco. It buys DAP, or it buys MGA to make 
DAP, depending on price. 


18 


China’s foreign 


exchange reserves 


Countries in 
Latin America 
are sharply 


are around 


billion, 


increasing their 
use of potash. 


and reserves and 
fertilizer imports 
usually track 


each other. Source: FAO, IFA, 


Fertecon 


Potash 


orld demand for potash grew by an estimated 
2 percent in 1999, but high inventories and weak 
domestic demand early in the year encouraged 
much of the industry to institute plant shutdowns, easing 
supply and sustaining prices. No new supply came on stream. 
World sales are estimated at 41.5 million tonnes, and PCS 
sold almost 16 percent of that, 6.474 million tonnes split 
56-44 percent offshore and domestic. Total sales were 3 percent 
higher than in 1998 and just 2 percent below the 1997 record. 


Domestic 
In 1999, PotashCorp sold 2.871 million tonnes of potash 
domestically, meeting 31 percent of North American demand. 


of US crop yield is due 


to application of fertilizer. 
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This was 6 percent higher than in 1998 and within 5 percent of 
the 1997 record; it includes 0.261 million tonnes from the 
Cassidy Lake mill in New Brunswick. The United States market 
took 90 percent of PCS domestic sales, with large agricultural 
co-ops and national firms the major customers. 

First-quarter sales topped 1998 by 13 percent, setting a 
new first-quarter record. Second-quarter sales volumes were 
11 percent higher than in 1998. Third-quarter sales were 
down, but fourth-quarter sales rose significantly with good 
fall application. 

Domestic prices in the first half were the strongest in more 
than a decade, though an increase planned for March did not 
go through. Prices fell back sharply in the third quarter, 
reflecting aggressive selling by a competitor, but increases took 
effect in November. 


Rice is the staple food of half the world’s population, and 
uses 13 percent of mineral fertilizers consumed worldwide. 


Oil palm, widely grown in Southeast Asia and a major 
potash user, produces 22 percent of the world’s 
vegetable oil, for food, feedstuffs and industrial uses. 


World Fertilizer Trade 


More than 150 countries use potash but there 
are only 7 major producers; nearly 80 percent 
of world production moves across borders. 


Offshore 

Export markets bought 3.603 million tonnes of PCS 
potash in 1999, 1 percent more than in 1998 and almost equal 
to 1997. The Company's biggest markets were again China, 
which purchased 24 percent of total offshore sales by 
PotashCorp, and Brazil, which made a powerful comeback 
after a slow start. The emerging markets of Thailand and 
Vietnam were strong, and Indonesia increased its imports after 
cutting back for financial reasons; together these three markets 
took 10 percent of total sales. 


Canpotex set a sales record of 5.30 million tonnes; much 
of that success was due to continued strong sales to improving 
economies in Southeast Asia, particularly South Korea, 
Indonesia and the Philippines. Malaysia, Thailand and Vietnam 
were solid purchasers. Though India is not usually a major 
market for Canadian potash, it bought 0.25 million tonnes 
from Canpotex in 1999. Sales to China were maintained at 
1.56 million tonnes despite Former Soviet Union (FSU) 
competition, amounting to 29 percent of all potash sold by 
Canpotex. The export agency ended the year by announcing 
the biggest single potash sale in Canadian history, 1.60 million 
tonnes to China to be delivered in the first half of 2000. It 
means that Canpotex sales to China in the first six months of 
2000 will equal or slightly exceed the previous annual record. 

Despite credit and financial problems in the first half of 1999 
after its currency, the real, was devalued in January, Brazil bought 
9 percent of the potash sold by Canpotex. It was the single 
biggest market for PCS product from New Brunswick, taking 
0.406 million tonnes, or 58 percent of the division’ total sales. 

Price increases were achieved with China, Japan, South 
Korea and Australia for the first half of 1999, but Canpotex 
was unable to negotiate higher prices in the second half. 
Increases in Malaysia finally brought prices there into line with 
other markets in Southeast Asia. 


Non-Fertilizer 

More than 7 percent of 1999 potash sales were industrial, 
sold to customers who refine it further or use it for 
manufacture of other products. At 0.471 million tonnes, sales 
were 7 percent higher than in 1998; two-thirds went offshore, 
where Japan, South Korea and China are important customers. 
Prices were up by 1 percent. 

A small amount of PCS potash is sold for animal feed 
supplements, 0.034 million tonnes in 1999, 24 percent more 
than the previous year. 

All non-fertilizer sales are included in domestic and 
offshore totals. 


Nearly 3 million tonnes of cocoa beans are grown each year with 
substantial application of potash and nitrogen fertilizers, and one- 
quarter of those are used to make chocolates and confectioneries. 
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Orange trees fertilized with phosphate 
have sweeter and juicier fruit. 


Phosphates 


orld demand for phosphates, particularly fertilizers, 
climbed in 1999, despite sharply-reduced demand 
in the United States due to weather and low grain 


prices. World trade in phosphate fertilizers increased by more 
than 1 percent, on top of 2 percent the previous year. 
The solid fertilizer DAP was the phosphate fertilizer of 
choice, despite lower US demand. World DAP production and 
consumption rose by about 6 percent, double the 1998 increase. 
India was a major importer, taking 70 percent more DAP than 
in 1998, and China imported about 5.1 million tonnes. 

World MGA production and consumption rose by more than 
1 percent. Again, India was the largest single importer of MGA, 
which it uses to make DAP, and its purchases in 1999 amounted 
to more than half of international trade. The second largest 
importer was Western Europe, with 30 percent of international 
trade; most is used to produce upgraded fertilizer products. 

In 1999, PotashCorp sold 4.016 million tonnes of 
phosphate products, 13 percent below its 1998 record. 
Two-thirds of sales were domestic, amounting to 22 percent of 


- The increasing number of pets 


worldwide can rely on PCS 
-animal feed supplements for 
good nutrition. 
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North American phosphate sales, including one-third of all 
non-fertilizer phosphate sales. 


Phosphate Products 

Two-thirds of the solid and liquid phosphates sold by 
PCS went into fertilizers. Feed supplements for livestock and 
poultry made up 22 percent, and industrial and purified 
product comprised the remainder. The Company’ decision to 
reduce its phosphate production resulted in lower sales of 
solid and liquid phosphates. 


World Fertilizer Trade 


About 60 countries produce phosphate products, and 
nearly 40 percent of world production is traded. 


Solid Phosphates: DAP is the most significant solid 
phosphate fertilizer, and in 1999 PCS sold 1.673 million 
tonnes, 15 percent below 1998. More than half went offshore 
through PhosChem, whose DAP sales approximately equalled 
the 4.91 million tonnes of 1998. PCS supplied nearly one-fifth 
of that total, but the Company’s offshore sales were down 
17 percent due to its decision in March to stress domestic sales 
and a decline in fourth-quarter purchases by China. 
Nonetheless, China was by far the Company's largest 
purchaser; India was second. Pakistan and New Zealand were 
other major purchasers. After a strong first quarter, offshore 
prices declined. 

Domestic sales totalled 0.775 million tonnes, 46 percent 
of total DAP sales and 12 percent below 1998 levels. Prices, 
strong in the first half, fell thereafter. 

Liquid Phosphates: Sales of liquid phosphates fell in 
1999 to 1.261 million tonnes, 18 percent below the 1998 
record. Domestic sales of 0.948 million tonnes made up 
75 percent of the total. LoMag, a superphosphoric acid used in 
conservation tillage systems, was the major domestic product 


More than 30,000 tonnes of phosphoric acid are used 
each year to meet the world’s demand for soft drinks. 


at +1 percent of liquid sales. Domestic prices were changeable 
but were highest in the first quarter. 

Offshore sales of 0.313 million tonnes were 27 percent 
less than in 1998; amber MGA was the major product. PCS 
sells liquids offshore through PhosChem, and supplied 
81 percent of the association’s sales of 0.39 million tonnes. 
India was the single biggest market, followed by Australia. 
Pricing was down throughout 1999. 

Feed Supplements: In 1999, PotashCorp sold 
0.721 million tonnes of phosphate feed supplements, 
4 percent less than in 1998. More than half was Monocal, with 
Dical comprising 24 percent, DFP 19 percent and MAP/DAP 
2 percent. Domestic sales made up 82 percent. 

Offshore sales rose to 18 percent of the total. The first sales 
were made to Argentina, Bahamas, Jamaica, Panama and 
Paraguay, and sales to Brazil, Thailand and the Dominican 
Republic were up. Asian markets were stable, with some growth. 

Average prices fell 2 percent on a year-over-year basis. 

Industrial Products: In 1999, Aurora produced food- 
grade phosphoric acid and technical grade for industrial 
processes and products in a joint venture with Albright & 
Wilson. Product sales totalled 0.200 million tonnes. Geismar 
sold 0.161 million tonnes of phosphoric acid product under 
contract to Rhodia, Inc. as a feedstock for its adjacent food- 
grade acid purification plant. 

Sales volumes of all phosphates sold for industrial use 
were almost identical to 1998, and all sales were domestic. 

Average prices were flat on a year-over-year basis. 


World Fertilizer Trade 


More than 75 countries produce ammonia and most 
use their production internally, so cross-border trade 
is limited, averaging about 11 percent annually. 


Nitrogen 


n 1999, the world nitrogen industry continued to be 

plagued by over-capacity which led to over-production and 

large inventories that depressed prices. By early summer, 
US producers instituted permanent and temporary shutdowns 
which cut production. At year-end, with normal producer 
inventories and low non-producer inventories, all non- 
permanent US curtailments had been rescinded. 

In these uncertain circumstances, world consumption of 
ammonia for agriculture and industry rose by 3 percent. It was 
up in Russia, India, China, Ukraine, Egypt, Indonesia, Pakistan 
and Central Europe, and down in the United States and 
Western Europe. Production rose in Russia (where Gazprom 
continued to provide producers with low-cost natural gas, a 
major input into ammonia production), India, Trinidad, China, 
Ukraine and Egypt, and fell in Western Europe and the US. 

World sales of nitrogen fertilizer products were up 
3 percent, but sales in the United States were much like 1998. 
China remained out of the urea market, while increasing its 
domestic production. 

While the over-supply of ammonia had a detrimental effect 
on prices, PCS was aided by its industrial product sales. 


Nitrogen Products 

In 1999, PCS sold 7.951 million tonnes of nitrogen 
products, manufactured and purchased; nearly 50 percent 
were non-fertilizer products. Total sales rose by 2 percent and 
domestic markets took 88 percent. Sales of manufactured 
product rose 3 percent, while resale of purchased product fell 
by 22 percent, continuing the 1998 decline. Most purchased 
product was ammonia bought from a Russian producer under 
contract. PCS decreased ammonia purchases from all sources 
by 12 percent, compared to 1998, by using its own ammonia. 

Sales of ammonia as fertilizer and as feedstock for other 
nitrogen products totalled 1.915 million tonnes, 28 percent 
more than in 1998. Ninety percent was domestic. 
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Ammonia Farm Price 
vs. LDAN Price 


Prices for low density 
ammonium nitrate, 
used exclusively for 
industrial purposes, 
are far more stable 
than ammonia prices. 


Producing 1 pound of beef 


requires 


pork requires 4A pounds 
and chicken 2 pounds. 


pounds of grain; 


$/Ton a= Ammonia mam LDAN $/Ton 
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Urea sales were up 13 percent, to 1.614 million tonnes. 
PotashCorp exported 17 percent of its urea, its largest export 
nitrogen product; all of that was from Trinidad. 

Since it shut down one-quarter of its nitrogen solutions 
capacity with closure of its LaPlatte and Clinton plants in 
August, PCS sold 22 percent less of this multi-purpose liquid 
fertilizer. Sales, all domestic, totalled 1.681 million tonnes. 

Sales of ammonium nitrate totalled 0.414 million tonnes, 
11 percent less than in 1998, while at 0.647 million tonnes, 
nitric acid sales were up 55 percent. Other manufactured 
nitrogen products sold totalled 1.246 million tonnes. The large 
majority of these sales were domestic. 

Sales to industrial customers are found in the above 
product categories. These higher-margin sales are mostly 
domestic and totalled 3.766 million tonnes in 1999, up 
11 percent. They include sales of carbon dioxide, now 
classified by the Company as an industrial product; 1998 
figures have been adjusted accordingly. Industrial sales of 
ammonia represented 23 percent of the US industrial market 


60 years after swimming was accepted into the Olympics, 
the first butterfly competition was held. Nitrogen and potash 
are used in swimming pool chemicals, while phosphate is 
important in water treatment. 


for ammonia, sales of urea were 47 percent, ammonium nitrate 
12 percent and nitric acid 41 percent. 

Also included in total 1999 sales were nitrogen feed sales 
of 0.097 million tonnes, a 30-percent increase over 1998. 
Ninety-four percent was urea prills and the rest urea solutions. 
Almost all sales were domestic. 

Average prices for ammonia and urea, the key 
internationally traded nitrogen products, were both down 
20 percent from 1998 due to the continued effects of 
world over-capacity. Fertilizer prices were hardest hit, but 
moved up moderately with the seasonal demand peaks at 
spring and fall planting. Prices softened after the spring 
peak, and several world and US producers curtailed 
production. After strengthening during the fall season, 
prices maintained that position and ended the year close 
to their 1999 high. Industrial prices were less affected but 
also declined, from 12 percent for ammonium nitrate to 
19 percent for urea. Feed prices strengthened toward the 
end of the year. 


World Fertilizer Trade 
1999 (estimate) 
32.6 million tonnes 
4.2 million tonnes PO, 
13.9 million tonnes 


2000 (forecast) 
33.5 million tonnes 
4.4 million tonnes P20, 
14.4 million tonnes 


Potash 
Phosphoric Acid 
Ammonia 


Taiwan, with its intensive agriculture, 
produces 5 crops a year. 


1998 
31.4 million tonnes 
4.2 million tonnes P,O; 
13.9 million tonnes 


and beyond) —_- 


he long-term fertilizer scenario is richly promising, for 

rising world population and economic growth push 

demand for food, which drives fertilizer demand. With 
its wealth of low-cost potash and phosphate reserves and its 
efficient nitrogen production, PCS is in an ideal position to 
provide that fertilizer. In potash and phosphate, particularly, 
its accessibility to markets, reliability and quality of product 
make it a supplier of choice to developing nations, the regions 
of rising population and food requirements, and the engines of 
growth in fertilizer demand. 

In the short term, uncertainty hangs over fertilizer. In 
2000, the industry could begin to move out of the trough and 
start up the foothills as demand continues to rise, but in all 
three nutrients, supply is the crux. In potash, most excess 
capacity is in PotashCorp hands, and no major new capacity is 
planned in 2000. New phosphate and nitrogen production is 
scheduled to come on stream; its effect will depend on how 
much comes on and how quickly, and how efficiently the 
market restructures to deal with it. 

In concert with supply, world trade affects fertilizer prices. 
In 2000, trade in both potash and phosphoric acid is expected 
to continue to increase. Trade in DAP, the major phosphate 
fertilizer, may be below 1999 levels as new plants displace 
exports. In nitrogen, ammonia trade, which represents a small 
percentage of production, is expected to rise somewhat as new 
export supply comes on stream. Trade in the upgraded 
nitrogen product urea, which is easier to transport and traded 


extensively, is likely to continue the recovery begun in 1999 
after two years of decline. 

Nitrogen consumption around the world continues to rise, 
but 5 million tonnes of new ammonia capacity is planned 
worldwide in 2000. This expansion is really a response to cheap 
natural gas, as many countries try to monetize their gas reserves. 
Plant shutdowns in the United States in 1999 temporarily eased 
over-capacity, but most of these plants are back up and running. 
For inefficient 30-year-old North American plants that use 
outdated technology and are too small to benefit from 
economies of scale, the gas price problem is a looming cloud. 

New capacity in South America is expected to come on 
stream in the second half of 2000, but Mexico has shut down 
much of its urea capacity and some ammonia plants, and could 
be a market for some of that new product. China has given no 
indication of plans to return to the urea market, although its 
inventories are down. It continues to support its costly local 
nitrogen production. Russian exports could be the wild card in 
nitrogen; Russia previously supplied urea to South America and 
Mexico and, displaced from those markets by new production, 
its producers may cut prices to reap other international sales. 
Only when world supply realigns with demand will nitrogen 
move sustainably into a profitable position. 

Phosphate faces a year of adjustment. Demand has risen 
steadily since 1993 and is expected to rise again. The shutdown 
of 2.8 million tonnes of North American DAP capacity in late 
1999 helped the supply/demand situation, as will the expected 
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Projected World Growth in Consumption 
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closure of some phosphoric acid 
capacity in Europe in 2000. 

ahi Together with rising demand and 
“Industry consolidation . expectations for production, 
‘ these shutdowns should be 


sufficient to balance the new DAP 


Capacity, shutdowns 
changes in corn prices 
production coming on stream in 
India, Australia and China. 
Offshore, China has worked 
to draw down its DAP 
inventories and proposes to 
import raw materials to make 
NPK fertilizer rather than import 
NPKs. Together with the new DAP production, this will make 
it hard for phosphate prices to climb substantially from their 
current low levels. On the flip side, if India’s new Oswal plant 
does not begin production as planned — for greenfield plants 
often have start-up problems — a tighter DAP 
market with better prices could result. 
Just as in 1999, potash will likely 
outperform phosphate and nitrogen in 2000. 
Production 


‘US acreage planted 
FSU fertilizer exports 


shutdowns have 


occurred 
regularly for more than a decade, based on 
the premise that the market can absorb only 
so much potash. Such shutdowns result in 
lower inventories, while higher inventories 
have a downward effect on price. 

Offshore, the new Chinese potash 
contract could lead to an annual record, and 
Brazil’s improved financial 
expected to support its imports. 

Potash prices are expected to be similar to 1999, driven by 
continued strong export demand that helps offset the 
competitive North American market. 
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In all three nutrients, domestic demand is likely to 
resemble 1999, although nitrogen imports could be up slightly. 
Farmers need to rebuild their soil nutrients but continue to 
face low grain prices. 

History shows that unexpected events can affect the 
fertilizer business. Perestroika turned the Former Soviet Union 
into a major fertilizer exporter, a situation that has lasted 
longer than most in the industry expected. Potash was hit first 
and hardest; more recently, DAP exports have increased. The 
problem is exacerbated in nitrogen by Russia continuing its 
non-market pricing. However, efforts by Gazprom to make a 
profit and rising transportation costs could be limiting factors 
in sustaining these exports. 

Such factors are impossible to predict, and underscore the 
determination of PotashCorp to continue building its 
industrial markets and its sales of animal feed supplements. 
Outside consultants forecast solid growth over the next 
five years in demand for industrial products, 
which receive a premium compared to 
fertilizer products. 

With world demand for poultry and 
dairy products surging, and the surprising 
demand for pet foods as pet ownership 
climbs around the world, demand for feed 
products should continue to rise. Forecasts 
suggest a small decline in meat production 
in the important US market in 2000, with 
declining beef and pork production 
offsetting rising poultry production. After 
2000, outside consultants predict, US meat 
production will reach record highs, increasing demand for 
feed supplements. 

Pricing for non-fertilizer products should be supported by 
the healthy US economy and growing world demand. 


responsible 


Stewardshi 


Environmental Expenditures Long-Service Awards Million Hours Worked Safely 
$ Millions Number of Recipients Number of Awards 
120 1200 12 
100 1000 10 
80 800 8 
60 600 6 
40 400 4 
20 200 2 
0 0 
1995 1996 1997 1998 1999 1995 1996 1997 1998 1999 1995 1996 1997 1998 1999 


Rising environmental expenditures and the presentation of more 
long-service and safety awards demonstrate the commitment of 
PCS and its employees to their continued well-being. 
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awarded by the Company in the last 5 


PCS Fact 


$236 million in 1999. 


a SP ane The widespread PCS 


"workforce totalled 5,498 at December 31, 1999, with 


~~ 60 percent in the United States, 30 percent in Canada, 
7 percent in Trinidad and 3 percent in Chile. 


CS supports a wide range of causes in the communities 

in which it operates, and individual operations support 

their local communities with money and employee 
participation in many activities. Through its Matching Gift 
Program, the Company matches employees’ personal 
donations to their favorite charities. 

The Company makes financial pledges to a wide range of 
Saskatoon agencies, particularly in education and _ health. 
Corporate office employees and those at many PCS divisions 
contribute significantly to their local United Way. In 1999, 
corporate head office, with Allan, Cory and Patience Lake, was 
the first recipient of the Saskatoon United Way’s new Campaign 
Superstar Award, specially created for corporations donating 
more than CDN$25,000. Operations support charities from the 
Salvation Army (Aurora), the Memphis Zoo (Memphis), 
MainStreet Hamilton County (White Springs) to school 
programs (Augusta, Lima, Geismar), and many more. PCS 
Phosphate was a supporter sponsor of the 1999 Special 
Olympics World Summer Games in 
Raleigh, North Carolina. 

After Hurricane Floyd, employees 
at Aurora pitched into the recovery 
effort, volunteering in churches and 
relief centers and community fire and 
rescue departments, and with the 
Company donated to relief funds. 
White partnered with 
Hamilton County in installing a 


Springs 


215 scholarships for post-secondary study have been 


years to the sons 


and daughters of employees, including 71 in 1999. 


The PCS payroll was approximately 


There were 74,436 user 


sessions on the PCS website in 1999, 


averaging 17 ~- minutes. 


“ring-down” emergency message system, and sold the county 
29 acres for an industrial park at a nominal price. It donated 
15 acres to the City of White Springs as the site for its new 
wastewater treatment plant. 

The Salvation Army and the American Cancer Society 
recognized Aurora employees with awards, and the Marseilles 
feed plant was recognized for its support of the local YMCAS 
“Partners in Youth” program. White Springs received a unique 
Florida MainStreet Award for outstanding support of the 
MainStreet program, and the Florida Commissioner of 
Education Business Recognition Award for supporting 
education in its three-county area. 


he Board of Directors of PCS is ultimately responsible 

for the governance and stewardship of the Company, 

with the goal of ensuring sustained growth in 
shareholder value. As PotashCorp has grown into an important 
national and international role in its industry, the Board has 
developed and widened its corporate governance practices to 
ensure they are open, effective and accountable. It accepts the 
responsibility of constantly reviewing, evaluating and, where 
necessary, altering its governance practices to keep them 
effective and pertinent and to fulfil its responsibility to protect 
shareholders and ensure they are treated equally and heard 
within the Company. In 1999, it 
reformulated its corporate governance 
committee with a mandate that 
includes the development of policies 
and procedures for 
confidence in the attention paid to 
the of the 
Company's and _ for 


maintaining 


interests 
stakeholders, 
effective 


differing 


ensuring director and 


executive performance. 


Its responsibilities to shareholders require the Board to 
monitor the principal risks of the Company’s business and 
operations. Each year, it reviews and approves management's 
strategic plan for the Company, its corporate budget and 
forecast and significant capital investments outside the budget 
and forecast. It also reviews management decisions that may 
significantly affect the Company and its employees or other 
stakeholders. It has developed and applies comprehensive 
accountability measures of the Company’ performance, 
comparing it to peers within the industry. 

Annually, the directors 
PCS Fact and management meet to 
the Company’s 


review 


Communications Corporation and CamVec Corporation. He 
joined the PCS board in 1990. 

Dallas J. Howe, of Calgary, Alberta, is President and CEO of 
Advanced DataSystems Ltd. and BDM Information Systems 
Group of Companies. President, CEO and founder of high 
technology information and data systems companies over 
25 years, he served on the Board of the PCS Crown 
corporation from 1982 to 1989 and on the PCS Inc. Board 
since 1991. 

Donald E. Phillips, of Brandon, Mississippi, former President 
and CEO of Pitman-Moore Inc., joined the PCS Board in 1991. 
He is Chairman of the board of directors of Synbiotics Inc., 
San Diego, California, and a director of Great Lakes REIT Inc., 


The 10 senior management Oak Brook, Illinois. 


Paul J. Schoenhals, of Calgary, Alberta, President of Petroleum 
Industry Training Service, was Chairman of Potash 
Corporation of Saskatchewan, the Crown corporation, from 


business results over the 
personnel at PCS together previous year and its plans 
have 197 years of experience and expectations for the 


All senior 


in fertilizer and agriculture. 


coming year. 


the 
strategies they follow in 
their various sections of the Company, and report to the Board 


managers review 


on strategic planning and risk management and control. 

The Board of Directors is made up of 14 members, 12 of 
whom are outside directors. No significant shareholders 
are represented. 


Board of Directors 


Isabel B. Anderson, of Calgary, Alberta, a former University of 
Saskatchewan economics professor and a specialist in 
international economics and Canadian public policy, is 
President and Chief Executive Officer of A@L Information 
Brokers. She joined the PCS Board in 1989. 

Douglas J. Bourne, of Houston, Texas, is former Chairman and 
CEO of Battle Mountain Gold Company and of Duval 
Corporation, the mining subsidiary of Pennzoil Company, and 
held many positions in various fertilizer and mining 
associations. He was elected to the PCS Board in 1990. 
Charles E. Childers, of Tucson, Arizona, CEO of Potash 
Corporation of Saskatchewan from 1987 until his retirement 
June 30, 1999, joined its Board in 1989 and became Chairman 
in 1990. He has held many positions with fertilizer 
associations, including the presidency of the International 
Fertilizer Industry Association. 

William J. Doyle, President and CEO of Potash Corporation of 
Saskatchewan Inc., has served on the Board since 1989. He 
became President of PCS Sales in 1987, after a career with 
International Minerals and Chemical Corporation. Active in 
fertilizer industry associations, he was elected chairman of the 
Potash & Phosphate Institute in 1999. 

The Honourable Willard Z. Estey, Q.C., of Toronto, Ontario, is a 
former Chief Justice of Ontario and Justice of the Supreme 
Court of Canada and was named Companion, Order of 
Canada, in 1991. He is a director of Canwest Global 


1987 to 1989. He joined the PCS Inc. Board in 1992. He is a 
former Member of the Legislative Assembly and Cabinet 
Minister in Saskatchewan. 

Daryl K. Seaman, Chairman and President of Dox Investments 
Inc. in Calgary, Alberta, joined the PCS Board in 1989. Former 
Chairman and CEO of Bow Valley Industries Ltd., he is a 
director of many mining and energy companies, and co-owner 
and director of the Calgary Flames Hockey Club. 

E. Robert Stromberg, Q.C., a Partner in the Saskatchewan law 
firm Robertson Stromberg, was elected to the PCS Board in 
1991. He is a member of the boards of NorSask Forest 
Products Inc. and Hitachi Canadian Industries Ltd., a member 
of the Provincial Court Commission and Chairman of the 
Saskatoon Airport Authority. 

Jack G. Vicq, a Professor in the College of Commerce, 
University of Saskatchewan, was formerly Associate Dean and 
responsible for the Centre for International Business Studies. 
He sits on committees of the Saskatchewan and Canadian 
Institutes of Chartered Accountants. He joined the PCS 
Board in 1989. 

Barrie A. Wigmore, New York 
investment banking firm Goldman, Sachs Group, Inc., headed 


a Retired Partner with 
its corporate finance activities in the electric, gas, pipelines and 
telecommunications industries. He writes on financial history 
and current financial markets. He joined the PCS Board 
in 1989. 

Paul S.Wise, of Scottsdale, Arizona, is a past President 
and CEO of the Alliance of American Insurers and has been 
active in many aspects and associations of the American 
insurance industry. He became a member of the PCS Board of 
Directors in 1989. 

Thomas J. Wright, of Raleigh, North Carolina, was elected to 
the PCS Board in May 1999 and retired as President of PCS 
Phosphate on June 30. Formerly President and CEO of 
Texasgulf Inc., the predecessor to PCS Phosphate, he has been 
active in many fertilizer industry associations. 


O White Springs reclaimed 
pe approximately 850 acres in 
1999, more than it mined. 
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Committees of the Board of Directors 

Each of the Board’s five committees plays a significant role 
in the discharge of Board duties and obligations. With the 
exception of the executive committee, each committee is 
composed entirely of outside directors. Each is empowered to 
retain outside advisors, and individual directors may engage 
outside advisors at the Company’s expense upon authorization 
of the executive committee. 

The executive committee is currently composed of four 
directors. Between meetings of the Board it has such powers as 
are, from time to time, vested in it by the Board. Charles 
Childers (chair), Isabel Anderson, William Doyle and 
Robert Stromberg currently comprise 
the committee. 

The audit committee is composed 
of three directors, none of whom may 
be an officer or employee. It meets 
the financial 


with Company's 


management personnel, internal 
auditor and external auditor at least 
once each quarter to review financial 
reporting practices and procedures and authorize the release of 
unaudited quarterly financial statements, and reviews the 
annual financial statements before their submission to the 
Board for approval. The committee also recommends to the 
Board the external auditors to be proposed to the shareholders 
for appointment at the annual meeting. Its current members 
are Jack Vicq (chair), Willard Estey and Dallas Howe. 

The compensation committee, currently composed of 
three non-employee directors, formulates and makes 
recommendations to the Board on compensation issues 

relating to directors and 
senior management of the 
Company and on corporate 


salary and benefits policy. It 


reviews and approves, annually, the salary administration 
program, and is responsible for the annual report on executive 
compensation. In consultation with the CEO, the committee 
considers and reports to the Board on corporate succession 
matters. At present, members are Donald Phillips (chair), 
Daryl Seaman and Barrie Wigmore. 

The corporate governance and nominating committee is 
responsible for examining and reporting to the Board on 
matters relating to governance, and for recommending 
nominees for election or appointment as directors. Its 
members are Willard Estey (chair), Dallas Howe, Daryl 
Seaman, Barrie Wigmore and Thomas Wright. 


4 PCS facilities have achieved the coveted Star safety 
status, the pinnacle of safety performance in the United 


States: the Davenport feed plant, the Lima nitrogen plant, 
the Savannah ammonia terminal and, new in 1999, the 
Aurora phosphate complex. 


The environmental affairs committee, composed of four 
directors, works to ensure that the Company fulfils its 
commitment to the protection of the environment. It routinely 
receives environmental audit reports for review and discussion 
with senior management, and monitors environmental issues 
in other areas of corporate activity such as off-site 
transportation, distribution and storage of product. Douglas 
Bourne (chair), Paul Schoenhals, Paul Wise and Thomas 
Wright currently comprise this committee. 

Shareholder questions, comments and concerns about 
corporate governance may be directed to the Senior Vice 
President, Corporate Relations, who is responsible for 
implementing the disclosure policy, the Corporate Secretary or 
the Company’s transfer agent. 


The PCS phosphate facilities in North Carolina and Florida 
have reclaimed and restored 14,000 acres of mined land. 


When l kg of nitrogen 
fertilizer is applied to soil, 
up to 8 kg of carbon — 
a key component of the 
greenhouse gas carbon 
dioxide — can be kept 


in the soil’s structure. 


bout 12 percent of the earth’s land surface grows the 
crops that feed the world. Much of the rest is 
inhospitable to humans, buried under cities and 


highways, too poor for planting — or devoted to forest, pasture, 
wetlands and recreation areas. High-yielding seed, modern 
farming methods and fertilizer make it possible for that 
12 percent to feed the rising world population. In the US 
alone, maintaining crop yields without fertilizer would require 
much wild land to be plowed up and seeded. 

Wild lands are areas of serenity in a hectic world, and 
their variety of plant and animal life helps to maintain vital 
genetic diversity. The rising world population can be fed, and 
fed well, without destroying those vital lands, thanks to 
modern knowledge about fertilization and good farming. 

The fertilizer industry contributes to that knowledge. The 
Canadian Fertilizer Institute has been leading research into the 
problem of lost soil organic matter on Saskatchewan fields due 
to summerfallowing. Agricultural soils can be rebuilt and 
made less vulnerable to wind and water erosion, researchers 
have found, and provide a major sink for carbon. The Potash 
& Phosphate Institute of Canada works with Chinese 
researchers to demonstrate that balanced fertilization practices 
reduce soil erosion there. 

In its vital partnership with farmers around the world, the 
fertilizer industry is working to keep the earth's limited arable 
land fertile and conserve its water resources. Conservation 
tillage, widely used in the United States, is being applied in 
other countries. In Brazil, where soils have generally poor 
structure and low organic levels, conservation tillage may soon 
be the system of choice. PotashCorp is a major producer of the 
liquid phosphate fertilizers that are ideal for these systems, and 
a strong supporter of the research being done around the world. 

At home, PCS takes very seriously its responsibility to 
fulfil the terms of the environmental permits and applicable 
federal, provincial, state and local laws governing air 
emissions, waste water discharges, land use and solid and 
hazardous waste management at its operations. Corporate 
environmental policy requires it to manage its operations 


In a research project in China, balanced 


fertilization practices reduced soil erosion 


from 50 tonnes per hectare 
per year to 15 tonnes. 


Environment Fact 


responsibly to safeguard the natural resources related to or 
affected by its activities. Each of its production units must 
work diligently to minimize potential risks to the environment 
and to comply with environmental legislation and regulations. 
The Company spent $105 million in 1999 on environmental 
compliance. The Board’s environmental affairs committee 
reviews all audit reports. 

In 1999, PCS faced two environmental issues of particular 
significance. In May, representatives of the Federal Bureau of 
Investigation and the EPA executed a search warrant at its 
Geismar facility and interviewed employees in connection with 
an environmental investigation. To date, government officials 


Environment Fact 


About 1,000 acres of untouched native grassland at Rocanville 
became part of Saskatchewan's Representative Area Network 


in 1999, as an example of an untouched ecosystem. 


have provided the Company with only limited details 
regarding the investigation. PCS is complying, as required, 
with requests for information and is also conducting its own 
internal investigation. 

PCS Joint Venture, a Florida general partnership, has 
operated a fertilizer and distribution center in Lakeland, Florida 
since 1992. Releases of hazardous substances from adjoining 
property have had an impact on the partnership’ property. 
Federal and state authorities are investigating the condition of 
soil and groundwater on the partnership property and 
surrounding properties. The Company is co-operating in these 
investigations and in the search for appropriate solutions. 

Its website at www.potashcorp.com provides in-depth 
information on PCS environmental activities. 


Potash and Its Environment 

All potash divisions were audited in 1999 by the Director, 
Safety, Health, Environment and found substantially in 
compliance with all statutory environmental requirements. 
Where areas requiring improvements were noted, divisions 


had addressed them or were doing so before the audit. In the 
year since Cassidy Lake became part of the Company, its 
environmental performance has been brought up to the high 
standard of other potash divisions. 

As part of the PCS policy of maintaining or creating 
wildlife habitat on its properties where this can be done 
without interfering with production, an agreement was 
reached with Ducks Unlimited for it to manage a waterfowl 
marsh on the undeveloped Bredenbury property in 
southeastern Saskatchewan. 

The potash industry and the Saskatchewan Department 
of Environment and Resource Management agreed in 1999 to 
establish a joint government-industry task force to conduct a 
mutually agreeable cost-benefit analysis of the available 
options for decommissioning potash mines. The results will 
be used to revise the decommissioning plans filed by 
producers, and to determine the amount and type of financial 


assurance required. 


| jironmental Achievement 


New Brunswick won the award for large energy users in Canada’s first 


National Energy Efficiency Awards for its project to recover and re-use heat 


from its crystallizers, which substantially improved energy efficiency and 


reduced energy consumption per unit of output by 30 percent. 


Phosphate and Its Environment 

Internal audits were conducted at all phosphate facilities, 
and all identified issues were addressed. Major capital projects 
at Aurora and White Springs upgraded aspects of water 
management, drainage and spill prevention/containment. 

The Florida 
recognized White Springs’ work in developing Sustainable 
Florida standards for business. In January 2000, the division 
led a public workshop on implementation of those standards 


Governors Council for Sustainable 


Environmental Achievement 


White Springs received the Florida Department of Environmental 
Protection’s Outstanding Ecosystem Project Award in 1999 for a 


1,100-acre reclamation project. 


which used its operations as an example of “best practices.” Its 
Director of Environment, Health and Safety was a key 
participant for the phosphate industry in the development of 
new state regulations for managing phosphogypsum. 

White Springs is engaged in an innovative permitting 
process for long-term future mining operations in which 
federal, state and local authorities are collaborating. Technical 
studies of environmental impact and mitigation developed for 
this process were expected to be complete early in 2000. 

Aurora is unique among phosphate plants for blending 
its byproduct gypsum and clays into a neutralized solid 
for land reclamation. In September, the US Army 
Corps of Engineers agreed that 944 acres of its 
restored wetlands had met the success criteria 
and could be used for mitigation against future 
wetland impacts. 


Nitrogen and Its Environment 
Internal audits were conducted at three 
facilities in 1999 and all were found to be in 
compliance with all applicable environmental requirements. 
Four product terminals were audited with no significant 
deviations found. 

Capital projects to improve environmental performance at 
Geismar included drainage projects in both nitrogen and 
phosphate areas, new nitric acid containment and new 16-inch 
stormwater tiles. Augusta installed an in-line real time nitrate 
monitor for water effluent, the first of its kind in the United 
States. It reduced nitrate TRI emmissions by 20 percent. 


Farmers in Southeast Asia habitually burn crop residues to obtain nutrient- 
bearing ash, and sometimes the smoke obliterates the sun. The Potash & 
Phosphate Institute is helping to educate farmers on the benefits of using 
fertilizer instead of this environmentally damaging practice. 
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Safety 


ith safety a constant focus at all PCS operations, 
safety records constantly improve. In 1999, the 
nearly 1,200 employees at Aurora achieved 
7 million hours without a lost-time injury; its outside 
contractors exceeded 1 million hours. Employees at the 
Davenport feed plant have worked 20 years without a lost-time 
injury. All such major safety achievements are recognized in 
special ceremonies with senior management presenting awards. 


Recent Phosphate Safety Milestones 


Time without a lost-time injury 


Aurora NC 5 million hours on March 4, 1999; 
6 million hours on July 29; 


7 million hours on December 20 


1 million hours on January 18, 1999; 
2 million hours on June 2; 
3 million hours on October 20 


20 years on September 13, 1999 


White Springs FL 


Davenport IA 


There is a considerable flow of outside recognition of the 
PotashCorp safety standards, too. White Springs achieved an 
Occupational Safety and Health Administration (OSHA) 
incidence rate of 1.24, which placed it well ahead of the 
industry in safety performance and equal to the top performers 
in the overall chemical industry. Its Swift Creek mine 
employees received the Sentinels of Safety Certificate of 
Achievement from the Mine Safety and Health Administration 
(MSHA) for its outstanding safety performance in 1998. 

PCS Phosphate as a whole received two prestigious awards 
for safe shipping. For 1999, it won its third Burlington 
Northern Santa Fe Stewardship Award, which is presented to 
shippers with an outstanding safety record. It also received the 
Thoroughbred Chemical Safety Award from Norfolk Southern 


Recent Nitrogen Safety Milestones 


Time without a lost-time injury 


Trinidad 2 million hours on January 11, 1999; 
3 million hours on February 4, 2000 
Augusta GA 


Memphis TN 


1 million hours on July 20, 1999 
1 million hours on September 21, 1999 


Corporation in 1999 for shipping more than 1,000 carloads of 
hazardous materials in 1998 without a shipper-caused incident. 
White Springs received awards from Norfolk Southern, Union 
Pacific and Burlington Northern railroads for shipping 
hazardous materials during 1998 without an incident. 

The Weeping Water feed plant was recognized for the 
fourth straight year with an award of honor with distinction 
from the Greater Omaha Safety and Health Council, for safe 
production in 1998. Its incident rate remains significantly 
below the national average. 

In potash, New Brunswick received the 1998 John T. Ryan 
Regional Trophy for select mines in Eastern Canada for achieving 
the lowest reportable injury rate. Cory and Patience Lake came 
out tops in the Saskatchewan Emergency Response Competition. 
Cory achieved its first overall victory for underground soft rock 
mines, with Allan as runner-up, and Patience Lake tied for first 
for surface mines. Lanigan won the 19th annual PCS Fireman's 
Rodeo involving all PCS mines and fire departments in three 
nearby communities, which competed in six events demanding a 
range of firefighting skills. Rocanville was runner-up. 


Recent Potash Safety Milestones 


Time without a lost-time injury 


2 million hours on February 28, 1999 
3 million hours on January 12, 1999 


Lanigan SK 


New Brunswick 


Sil 


Financials 


Gross Margin 


Cash Flow from Operations 
$ Millions 


600 


500 


19955) 1996, 51997, 1995 wooo 


The second highest potash sales volumes on record 


were more than offset by lower phosphate volumes and 


phosphate and nitrogen prices, decreasing 1999 earnings. 


of Financial Condition and Results of Operations 


1999 % of Net Sales 1998 % of Net Sales % Change 


Net Sales Gross Margin by Quarter 

North American $1,463.2 7] $1,641.4 71 (11) $ Millions 

Offshore 597.9 29 666.4 29 (10) 180, _ A 

$2,061.1 100 $2,307.8 100 (11) 

Gross Margin $ 408.3 20 $ 6093 26 (33) oy! 
Provision for Plant Closures and 100 

Office Consolidation $ 65.0 3 - ~ - 
Provision for Asset Impairment $ 526.6 26 - - - a 
Operating (Loss) Income $ (350.7) (17) $ 446.1 19 (179) 50 Ce Nitrogen 
Net (Loss) Income $ (412.0) (20) $ 261.0 1] (258) BD Phosphate 
(Loss) Earnings per Share (dollars) $ (7.60) - $ 482 - (258) = 
Gross Margin by Nutrient 0 BD rotash 
Potash $ 301.9 54 $ 3163 58 (5) 
Phosphate $ 1278 15 $ 2282 23 (44) ir ae 
Nitrogen SA) (3) $ 648 9 (133) 
DIME Approximately 
(1) Based on net sales by nutrient. 60 percent of gross 


; ; : margin usually falls in 
1999 net income was negatively affected by two primary factors. The first was several charges for goodwill the first half of the year; 


impairment, asset impairment and plant closures and office consolidation. The second was a reduction in gross _in 2000, that figure is 
margin principally due to reduced phosphate and nitrogen prices. likely to be higher. 


Plant Closures and Office Consolidation 


In the third quarter of 1999, the Board of Directors of the Company approved a plan to close nitrogen 
plants at Clinton, IA and LaPlatte, NE; a phosphate feed plant at Saltville, VA; and a phosphate terminal at 
Jacksonville, FL. The charges associated with these closures totalled $55.7 million, of which $37.1 million 
relates to the non-cash writedown of inventory and property, plant and equipment. The closure of the nitrogen 
plants will result in an annualized reduction in production capacity of 420,000 tonnes of ammonia, 
79,000 tonnes of ammonium nitrate and 599,000 tonnes of nitrogen solutions. The annual pre-tax savings 
associated with these closures (based on 1999 results) is expected to be approximately $20.0 million. 

The Company is also proceeding with a consolidation of its Raleigh, NC and Memphis, TN administrative 
offices with the Company’ office in Chicago, IL. As a result of the consolidation, 115 salaried employees will 
be terminated, with termination dates ranging from March 31, 2000 through to September 30, 2000. 
Terminated employees are entitled to severance pay equal to two weeks’ salary for each year of service (to a 
maximum of 52 weeks) and, providing they stay until their termination date, an additional payment equal to 
35 percent of their annual salary pro-rated for the number of months from October 1, 1999 to their termination. 
The Company has contractual commitments relating to current office leases at all three locations. The charges 
associated with the office consolidation are $9.3 million The estimated annual pre-tax savings from the office 
consolidation are $5.5 million, which will not be fully realized until 2001 due to transition costs in 2000. 

Refer to Note 20 to the Consolidated Financial Statements for more detailed information on the plant 
closures and office consolidation. 


Provision for Asset Impairment 


In the third quarter of 1999, the Company assessed the recoverability of the tangible and intangible assets of 
the nitrogen operations (due to operating losses primarily caused by reduced product prices and increased gas 
costs relative to certain current and expected future competition) and Florida Favorite Fertilizer operations due to 
continuing operating losses. Based on these assessments, the Company recorded a provision for asset impairment 
relating to goodwill, property, plant and equipment and other assets in the amount of $526.6 million. See Note 21 
to the consolidated financial statements for more detailed information on the provision for asset impairment. 


Potash Revenue 


Revenue Tonnes’ Average Revenue Tonnes Average Revenue Tonnes Average 
($ Millions) (000’s) price ($ Millions) (000’s) price price 
per MT per MT per MT 
North American $237.4 2,871 $82.71 $227.6 2,702 $84.24 
Offshore SPS) 3,603 $90.42 SES) Byars} $88.78 


Total $563.3 6,474 $87.00 $545.5 6,283 $86.82 


Potash Net Sales Potash performance was highlighted by sales volumes that were the second highest on record. 
Revenue by Market Net sales revenue from potash increased primarily due to an increase in North American sales 
oe volumes and, to a lesser extent, an increase in offshore sales prices. 
Hi offshore ff} North America North American potash prices increased in the first half of 1999 (following price list increases 
co that were introduced in the first quarter of 1999) then decreased in the third quarter (following 
disappointing spring season application rates and lower prices posted by a competitor), ending the 
Mew year 2 percent lower on a year-over-year basis. North American sales volumes increased primarily due 
to a strong fall season (US farmers received government subsidies and had good fall application 
100 weather) and the purchase of the Cassidy Lake mill with its accessible customer base. 

Potash prices in the offshore market rose during the first three quarters of the year primarily due 
to higher contract prices with Japan, South Korea and China. Realized prices fell in the fourth quarter 
due to product and country mix and higher ocean freight costs. Canpotex sales volumes to Asia 
increased by 13 percent from 1998 due to increased sales to India, Indonesia and South Korea. This 

or aie OTe Ost increase was partially offset by a 22 percent decrease in sales to Latin America (primarily Brazil due 
to the currency devaluation and credit conditions). Overall, offshore sales volumes ended the year up 
The majority of potash marginally from 1998. In the offshore market, 82 percent of sales volumes (1998 — 83 percent) were sold 
earnings tend to be in 
through Canpotex. 


the first half of the year ; ; ; 
because of spring Potash gross margin represented 74 percent (1998 — 52 percent) of consolidated gross margin. 


season requirements. 
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Phosphate Revenue 


Revenue Tonnes Average Revenue Tonnes Average Revenue Tonnes Average 
($ Millions) (000’s) price ($ Millions) (000’s) price price 
per MT per MT per MT 


North American 

Liquids $219.8 948 $231.83 $ 2616 1,114 $234.86 (16) (15) (1) 

Solids 135.9 TS SN UBBS 169.0 884 $191.18 (19) (12) (8) 

Feed 147.9 588 $251.62 166.5 653 $255.09 diy) sd) (1) 

Industrial 114.6 361 $316.69 Me:5 369 $315.62 (2) (2) = 
618.2 2,672 $231.34 713.6 3,020 $236.32 (13) 2) ee) 

Offshore 

Solids 147.6 898 $164.41 206.3 1,087 $189.79 (28)) (C7jeds) 

Other 78.0 446 $174.89 91.1 520 $175.19 a4) (4) = 
225.6 $167.92 1,607 $184.97 (24) (16) (9) 


Total $843.8 4,016 $210.12 $1,011.0 4,627 $218.48 (17) (13) (4) 


Phosphate Net Sales 
Revenue by Product 
$ Millions : : : : 

ee Phosphate net sales revenue decreased primarily due to lower volumes in both North American 
BB Liquids I solids ff reed ff industial and offshore markets and, to a lesser extent, to lower prices. 


250 
In the domestic market, weak spring fertilizer demand resulted in higher than usual North 


06 American inventories, which placed downward pressure on phosphate prices, especially DAP. Feed 
supplement prices increased in the first half of the year and then fell in the third quarter (due to 
150 increased competition) to end the year down marginally from 1998. Industrial product prices were 
stable in the first half of 1999, fell in the third quarter due to higher US imports, and then recovered 
100 in the fourth quarter to end the year flat as compared to 1998. Weak domestic demand also led to 


decreased liquid and solid phosphate sales volumes. Feed supplement sales volumes were down 
primarily due to increased competition in the industry. 
In the offshore markets, weak domestic spring fertilizer demand combined with large North 
Gill, O72 nose Os American inventories stimulated additional US exports from suppliers outside of PhosChem. Prices 


Phosphate earnings are fairly were also affected by the anticipation of additional capacity in India and Australia. These factors resulted 
evenly distributed over the year. 


(34) 
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in lower offshore prices for solid phosphates, and liquids followed, but not to the same degree. However, North 
American production cutbacks in the second half of the year reduced inventories and stabilized prices. The 
currency devaluation and credit conditions in Brazil resulted in lower sales volumes of liquid phosphates there. 
Offshore feed supplement sales volumes increased in 1999 primarily due to improved sales volumes in Brazil, 
the Caribbean and Venezuela. 

In 1999, 41 percent (1998 — 36 percent) of total phosphate net sales revenue was earned from non- 
fertilizer products which represented 33 percent (1998 — 30 percent) of phosphate sales volumes. Phosphate 
gross margin represented 31 percent (1998 — 37 percent) of consolidated gross margin. 


Nitrogen Revenue 


Revenue Tonnes Average Revenue Tonnes Average Revenue Tonnes Average 
($ Millions) (000’s) price ($ Millions) (000’s) price price 
per MT per MT per MT 
North American 
Urea $154.8 1,340 $115.50 $168.1 1,167 $144.13 (8) 15 (20) 
Ammonia 180.1 1,718 $104.85 176.5 1,337 $132.04 2, 29 (21) 
Solutions 110.3 1,681 $ 65.64 163.0 2,164 $ 75.32 (32) : (22) (13) 
Other © WSL 1,833. $ 62.79 127.6 1,708 $ 74.71 (10) Es 7. (16) 
560.3 6,572 $ 85.26 6552. 657 Gm b 99165 (12) 3 (14) 
Offshore 46.4 945 $ 49.05 Syilal 5 % SOW (9) 6 (14) 
Purchased 47.3 $108.83 65.0 554 $117.35 (27) (22) (7) 
$654.0 $751.3 


(1) Sales volumes of Other nitrogen products include tonnes for the byproduct carbon dioxide. } 


Nitrogen net sales revenue decreased primarily due to lower sales prices in the North American Manufactured Nitrogen Net 
market which were partially offset by increased sales volumes. Sales Revenue by Product 
Weak spring demand combined with non-market pricing from Former Soviet Union (“FSU”) Dine 
producers and high North American inventories continued to put pressure on both domestic and BB ammonia ff Urea I Soe85is fll Other 


offshore prices. North American production shutdowns in the second half of the year reduced °° 


inventories, and prices rose by year-end. 


North American sales volumes for urea and other nitrogen products were up primarily due to 150 
growth in the industrial market. Ammonia sales volumes increased due to a full year of production 
from the new plant in Trinidad, increased industrial demand and increased consumption by the US 100 


DAP sector. Sales volumes for nitrogen solutions were down due primarily to the combination of fewer 
acres planted to corn and more to soybeans, favorable weather for use of other nitrogen products and 
the permanent shutdown of 25 percent of the Company's UAN capacity in the second half of the year. 

The Company continued to sell a large portion of its North American nitrogen production to the 
more stable and higher margin industrial market. Non-fertilizer products grew to 49 percent (1998 — Gite NGI MeOs Neos 
44 percent) of nitrogen sales volumes and 47 percent (1998 — 44 percent) of net sales revenue. 
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Nitrogen is more 
heavily weighted to the 


1999 1998 % Change 


so the third quarter is 
seasonally weak. 


Potash production (KCL) tonnage (000's) 6/698 0,95 Koy 
Phosphate production (P,0.,) tonnage (000's) 2,124 _ 92,563 (10) © 
Nitrogen production (N) tonnage (000's) FI SCpee ee S12) i 
Potash unit cost of sales (dollars) aoa $ 40.37 $36.49 1] 
Phosphate unit cost of sales (dollars) $178.31 $169.15 _ 5 
Manufactured nitrogen unit cost of sales (dollars) $ 83.97 o5S02 ae (1) 
Depreciation and amortization ($ Millions) $ 191.1 $1909) = 


Potash unit cost of sales increased due primarily to lower production volumes, 25 more shutdown weeks, 
increased gas costs and a stronger Canadian dollar. 

Phosphate unit cost of sales increased due primarily to lower production volumes caused by phosphate 
rock sourcing problems at Aurora and shutdowns in the second half of the year. The per unit cost of sulphur 
was flat compared to 1998 while the per unit cost of ammonia decreased by 17 percent. 


PCS Nitrogen reduced its per unit natural gas cost by 6 percent compared to 1998 primarily due to its 
natural gas hedging policy in North America and certain of its natural gas contracts in Trinidad. This decrease 
was partially offset by higher per unit production costs due to plant shutdown costs and reduced production 
in the third and fourth quarters of 1999. 


1999 1998 % Change 
Selling and Administrative = Se Sli6syae $116.0 
Provincial Mining and Other Taxes 771 80.1 
ees aS _ Ses) 67.6 
Income TaxeS US IES 


The decrease in provincial mining and other taxes relates to the Potash Production Tax, which was lower 
primarily due to higher per unit production costs and lower Canadian dollar equivalent prices caused in part 
by a stronger Canadian dollar. Various other payments to the Province of Saskatchewan in the form of royalties 
and taxes totalled $14.6 million in 1999 (1998 — $13.2 million), and are included in cost of goods sold. 

Interest expense on long-term debt decreased by $21.4 million due to a reduction of the weighted average 
long-term debt outstanding from $980.8 million in 1998 to $637.2 million in 1999. The weighted average 
interest rate on the long-term debt outstanding was 6.0 percent (1998 — 6.2 percent). The reduction in interest 
expense on long-term debt was partially offset by an increase in interest expense on short-term debt of 
$7.6 million due to borrowing under a commercial paper program. 

The decrease in income taxes was principally due to a deferred tax recovery of $48.6 million relating to 
the plant closures and asset impairment charge and lower income. 

PCS and certain subsidiaries are subject to federal income taxes (which includes the Large Corporations 
Tax) and provincial income taxes in Canada. During 1999, the Company began accruing cash income taxes by 
virtue of having fully utilized non-capital losses carried forward. The Company’s subsidiaries which operate in 
the United States are subject to US federal and state income taxes. These subsidiaries are not currently subject 
to federal cash income tax by virtue of net operating losses incurred. The Company's nitrogen subsidiaries which 
operate in Trinidad are subject to Trinidad taxes. The effective consolidated tax rate for 1999 was 30 percent 
(1998 — 31 percent) of (loss) income before income taxes (exclusive of the goodwill impairment). 


PCS Potash Prices PCS DAP Prices PCS Ammonia Prices 
$/MT $/MT $/MT 
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1998 % of Net Sales 1997 % of Net Sales % Change 


Net Sales With the exception of 
North American $1,641.4 71 $1,665.1 7 (1) purchased product, nitrogen 
Offshore 666.4 29 660.8 cue 1 _ data for 1997 are only for 

$2,307.8 __100 $2,325.9 100 the period subsequent to the 

Bios as e $ 609.5 ae $585.2 25 a acquisition of Arcadian on 

erating Income $ 446.1 19 $ 4476 Is = 

Net Income $ 261.0 1 $ 2971 13 y March 6, 1997. Phosphate 

Earnings per Share (dollars) $ 4.82 $ 5.68 (15) data for 1997 and 

Gross Margin by Nutrient “© _ 1998 include phosphate 

Potash $ 3163 58 $ 2576 51 23 _ produced by the acquired 

Phosphate See 25 $ 194.4 20 7 Geismar operation. 

Nitrogen $ 648 9 $ 133.2 15 Gil Higher net sales 

2 
(1) Based on net sales by nutrient. revenue in potash and 


phosphate was more than 
offset by lower nitrogen sales revenue which resulted in reduced net sales revenue on a consolidated basis. The 
decrease in net income of $36.1 million compared to 1997 was attributable to: increases in selling and administrative 
expenses ($16.3 million), provincial mining and other taxes ($9.8 million) and income taxes ($48.4 million) which 
were partially offset by a $24.2 million increase in gross margin and a $13.8 million reduction in interest expense. 


Potash Revenue 


Revenue Tonnes Average Revenue Tonnes Average Revenue Tonnes Average 
($ Millions) (000’s) price ($ Millions) (000’s) price price 
per MT per MT per MT 


North American $227.6 2,/02 $84.24 $210.1 3,016 $69.70 
Offshore 317.9 3,581 $88.78 294.0 3,623 $81.12 


$545.5 6,283 $86.82 $504.1 6,639 $75.93 8 (5) 14 


In potash, increased sales prices more than offset reductions in sales volumes resulting in higher net sales revenue. 

North American potash prices increased in the last half of 1997 and first half of 1998 due to tighter 
supply, then stabilized in the last two quarters. North American sales volumes declined from 1997 levels, 
primarily due to abnormally high sales volumes in the last half of that year. 

Potash prices in the offshore market rose early in the year with increased contract prices, and then stabilized 
and rose again in the last half. The higher prices realized were primarily due to higher contract prices with 
Japan, South Korea and Australia and increased prices in China and Brazil. The currency devaluations and 
financial difficulties in Asian countries did not significantly affect offshore potash sales volumes. Canpotex sales 
volumes to Asia decreased by 6 percent from 1997, which was partially offset by a 21 percent increase in sales 
to Latin America (primarily Brazil). Overall, offshore sales volumes ended the year down only marginally from 
1997. In the offshore market, 83 percent of sales volumes were sold through Canpotex (1997 — 82 percent). 

Gross margin for potash products was 52 percent (1997 — 44 percent) of consolidated gross margin. 


Phosphate Revenue 


Revenue Tonnes Average Revenue Tonnes Average Revenue Tonnes Average 
($ Millions) (000’s) price ($ Millions) (000’s) price price 
per MT per MT per MT 
North American 
Liquids $ 261.6 1,114 $234.86 $216.7 958 $226.20 21 16 4 
Solids 169.0 884 $191.18 s{oy5) 814 $192.17 8 © = 
Feed 166.5 653 $255.09 168.2 658 $255.47 (1) (1) - 
Industrial 116.5 Bee) Serie NSS 339 $341.00 = Sy W. 
NES 3,020 $236.32 656.9 2; 769 $237.19 7 9 9 - 
Offshore 
Solids 206.3 1,087 $189.79 207.5 ils ome 2a 7 = (5) 4 
Other 91.) B20 519) ee CO 526 $169.58 (2) (1) 3 
= 2974 ~=1,607 ~~ $184.97 2967 1,665 $178.21 4 
4627 $218.48 $953.6 4,434 $215.05 2 


38) 


Phosphate net sales revenue increased primarily due to higher sales volumes and, to a lesser extent, 

higher prices. 

With the exception of industrial products, phosphate prices in the domestic market increased or remained 
constant compared to 1997. 

Phosphate prices in the offshore markets (except for feed supplements) improved during 1998. Liquid 
phosphate prices were up 7 percent on a year-over-year basis and solid phosphate prices increased by 4 percent. 
These price increases were partially due to higher prices realized in Brazil. The price of feed supplements, 
affected by the currency devaluations and financial difficulties in Asian countries, decreased by 9 percent on a 
year-over-year basis. Offshore phosphate sales volumes declined on an overall basis as the Company chose to 
orient its P;O; production to the North American market where margins were better. PhosChem had good sales 
volumes in 1998; sales volumes to Asia increased by 13 percent and to Latin America by 12 percent. 

In 1998, 36 percent (1997 — 37 percent) of total phosphate net sales revenue was earned from non-fertilizer 
products which represented 30 percent (1997 — 30 percent) of its phosphate sales volumes. Phosphate gross 
margin represented 37 percent (1997 — 33 percent) of consolidated gross margin. 


Nitrogen Revenue 


Revenue Tonnes Average Revenue Tonnes Average Revenue Tonnes Average 
($ Millions) (000’s) price ($ Millions) (000’s) price price 
per MT per MT per MT 


North American 


Urea $168.1 1,167 $144.13 $150.0 865 $173.41 12 35. (17) 
Ammonia 176.5 1,337 $132.04 169.0 957 $176.63 4 40 (25) 
Solutions 163.0 2,164 $ 75.32 159.0 1,690 $ 94.08 3 28 = (20) 
Other (1) 1276 1,708 $ 74.71 1184 1,343 $ 88.16 8 27 __—(15) 

635.2 6376 $ 99.63 596.4 4855 $122.84 7 31 (19) 
Offshore 51.1 895 $ 57.07 70.1 781 $ 89.76 


Purchased 65.0 554 $117.35 $177.09 
Total SOMES 7,825 $ 96.02 $868.2 6715 = 12616 
(1) Sales volumes of Other nitrogen products include tonnes for the byproduct carbon dioxide. 


Net sales revenue for nitrogen decreased due to lower sales prices which were partially offset by higher 
sales volumes. 

The continued absence of China from offshore urea markets and reduced cash production costs for FSU 
producers due to lower gas prices and currency weakness in the FSU countries led to significant declines in 
offshore prices. Overall, urea prices were down 18 percent and ammonia prices down 22 percent when compared 
to 1997. The Company’s offshore sales volumes of ammonia increased primarily due to a full year of operation in 
1998 as compared to 10 months in 1997 and the addition of the new plant in Trinidad. Offshore sales volumes of 
urea declined as the Company chose to focus its sales on the North American market where prices were stronger. 

Falling offshore nitrogen prices resulted in lower North American prices as well. In North America, sales 
of ammonia for fertilizer were slow but the strong DAP market supported healthy ammonia sales to DAP 
producers as ammonia is a key input for DAP. This contributed to an increase in manufactured ammonia sales 
volumes. When the new PCS facility in Trinidad came on stream, these tonnes replaced product purchased by 
the Company, reducing total ammonia sales volumes (purchased and manufactured) by 5 percent. 

The Company continued to sell a large portion of its North American nitrogen production to the more 
stable industrial market. On a year-over-year basis, nitrogen industrial prices fell by 14 percent compared to 
a 28 percent decline for fertilizer. Non-fertilizer products represented 44 percent (1997 — 38 percent) of 
nitrogen sales volumes and 44 percent (1997 — 34 percent) of net sales revenue. Gross margin for nitrogen 
represented 11 percent (1997 — 23 percent) of consolidated gross margin. 


1998 1997 % Change 
Potash production (KCL) tonnage (000's) oe 6995 6,483 8 
Phosphate production (P30;) tonnage (000's) 2,363 2,282 4 | 
Nitrogen production (N) tonnage (000's) _ se 2 ie 33 
Potash unit cost of sales (dollars) : ; 36.49 » 37.14 (2) . 
Phosphate unit cost of sales (dollars) $169.15 $171.23 Q) | 
Manufactured nitrogen unit cost of sales (dollars) $ 85.22 — $ 95.04 — (10) 
Depreciation and amortization ($ Millions) == $ 190.9 _ $ 170.0 12 


Potash unit cost of sales decreased due primarily to higher production volumes and eight fewer shutdown 
weeks, which were partially offset by water management costs at the New Brunswick division and costs to 
transport Saskatchewan product to Cassidy Lake for processing. 

Overall, phosphate unit cost of sales decreased due primarily to lower input costs for ammonia. The unit 
cost of sulphur decreased by 2 percent compared to 1997. 

PCS Nitrogen reduced its per unit natural gas cost by 12 percent compared to 1997 primarily due to its 
gas contracts in Trinidad. Overall, the per unit cost of sales of manufactured product declined primarily due 
to reduced gas costs and the opening of an efficient new plant in Trinidad. 

The increase in depreciation and amortization expense for 1998 was largely attributable to $17.7 million 
additional depreciation and amortization due to a full year of nitrogen operations. 


1998 1997 % Change 
Selling and Administrative $116.0 $99.7 16 
Provincial Mining and Other Taxes 80.1 70.3 14 
Interest 67.6 81.4 (17) 
Income Taxes WZ 69.1 70 


The increase in selling and administrative expenses was attributable to general increases in compensation 
and benefits, a full year of amortization of the goodwill relating to the nitrogen acquisition, an increase in bad 
debt expense, an increase in franchise taxes and a Revenue Canada employee benefits assessment. 

The increase in Saskatchewan provincial mining and other taxes primarily relates to the Potash Production 
Tax. The higher potash prices and the resulting increased profit per tonne (which was partially due to the 
strengthening of the US dollar as compared to the Canadian dollar), combined with the full utilization of 
certain provincial resource tax deductions carried forward from previous years, resulted in most Saskatchewan 
mines reaching the top marginal profits tax rate of 35 percent in 1998. 

Various other payments to the Province of Saskatchewan in the form of royalties and taxes totalled 
$13.2 million in 1998 and $12.4 million in 1997, and are included in cost of goods sold. 

Interest expense decreased due to a reduction of the weighted average long-term debt outstanding from 
$1.1 billion in 1997 to $980.8 million in 1998. The weighted average interest rate on the long-term debt 
outstanding was 6.2 percent (1997 — 6.1 percent). 

The increase in income taxes reflects the impact of prior utilization of non-capital loss carry-forwards. 
Provincial taxes and royalties are non-deductible for federal income tax purposes. 

The effective consolidated tax rate for 1998 was 31 percent (1997 — 19 percent) of income before income 
taxes, of which 5 percentage points (1997 — 13 percentage points) represented cash income taxes and 
26 percentage points (1997 — 6 percentage points) represented deferred income taxes. The reduction in the 
cash component of the provision was largely due to a reduction in the amount of US withholding taxes on 
certain payments received from the Company's US subsidiaries. 


The following table summarizes certain of the Company’ financial ratios and cash flow data as calculated 
from the consolidated financial statements (see financial terms listed on inside of back cover): 


1999 1998 % Change 


Quick Ratio 38 83 

Current Ratio BH 1.74 (50) 
Shareholders’ Equity to Total Assets 7 SO 54 Cay 
Return on Shareholders’ Equity — (21)% 11% (291) 
Book Value per Share = $36.55 $45.24 (19) | 
Asset Turnover _ 53% 51% 4 
Return on Investment i (11)% 9% 22) 
Long-term Debt to Equity = 22 38:1 (42) 
Return on Capital Employed 5% 8% (38) 
Cash Flow Return 8% 13% (38) 
Cash provided by operating activities ($ Millions)  MERIENS $578.0 (41) 
Cash used in investing activities ($ Millions) ; ee Ter $243.3 (27) 
Cash used in financing activities ($ Millions) $189.8 $275.5 (i): 


The decrease in cash provided by operating activities was primarily due to a reduction of net income, a 
reduction in deferred income taxes of $104.4 million and a reduction of cash flow from operating working 
capital of $22.0 million. 

Cash used in investing activities decreased as 1999 additions to property, plant and equipment decreased 
by $71.3 million (1998 includes the Geismar expansion and higher sulphur vessel costs) and additions to 
other assets decreased by $61.2 million (1998 includes the purchase of shares in Israel Chemicals Ltd.). These 
reductions in investing activities were partially offset by the $36.9 million purchase of Minera Yolanda S.C.M. 
and reduced proceeds from the disposal of property, plant and equipment (primarily related to the 1998 
sale/leaseback of railcars). 

During the year, the Company repaid the Syndicated Credit Facility in the amount of $488.0 million, 
substituting net borrowing of $379.6 million under a commercial paper program in order to lower interest 
costs. The Company paid dividends of $53.3 million in 1999 (1998 — $51.7 million) and paid $29.3 million 
to repurchase shares under the open market repurchase program. The Company is authorized to repurchase 
an additional 2.1 million shares under the open market repurchase program by November 18, 2000. 

The Company has a Syndicated Credit Facility which provides for unsecured advances of up to 
$778.0 million (less the amount of commercial paper outstanding), none of which was outstanding at 
December 31, 1999. In addition, the Company has short-term lines of credit for up to $292.0 million in 
borrowing (less letters of credit of $26.2 million), of which $70.0 million was outstanding at December 31, 
1999. The Company is authorized to borrow up to a maximum of $500.0 million under the commercial paper 
program of which $401.6 million is outstanding at December 31, 1999. The Company may also issue up to 
an additional $600.0 million in unsecured debt securities under its existing shelf registration statement. 

The Company believes that internally generated cash flow, as supplemented by borrowing from existing 
financing sources, will be sufficient to meet its anticipated capital expenditures and other cash requirements, 
exclusive of any possible acquisitions, in 2000. 


The Companys nitrogen operations are significantly affected by the price of natural gas. The Company employs 
derivative commodity instruments related to a portion of its natural gas requirements (primarily futures, swaps and 
options) for the purpose of managing its exposure to commodity price risk in the purchase of natural gas. Changes 
in the market value of these derivative instruments have a high correlation to changes in the spot price of natural 
gas. Gains or losses arising from settled hedging transactions are deferred as a component of inventory until the 
product containing the hedged item is sold. Changes in the market value of open hedging transactions are not 
recognized as they generally relate to changes in the spot price of anticipated natural gas purchases. 

A sensitivity analysis has been prepared to estimate the Company’ market risk exposure arising from 
derivative commodity instruments. The fair value of such instruments is calculated by valuing each position 
using quoted market prices. Market risk is estimated as the potential loss in fair value resulting from a 
hypothetical 10 percent adverse change in such prices. The results of this analysis indicate that as of 
December 31, 1999, the Company’s estimated derivative commodity instruments market risk exposure was 
$26.6 million (1998 — $34.7 million). Actual results may differ from the estimate. Changes in the fair value of 
such derivative instruments, with maturities in 2000 through 2004, will generally relate to changes in the spot 
price of anticipated natural gas purchases. 

The Company also enters into forward foreign exchange contracts for the sole purpose of limiting 
its exposure to exchange rate fluctuations relating to certain trade accounts. Gains or losses resulting from foreign 
exchange contracts are recognized at the time the contracts are entered into and are included in other income. 


—_ LL 


The Company is subject to various environmental laws and regulations throughout the United States, Canada, 
Trinidad and Chile. Expenditures relating to compliance with these environmental laws are considered to be part of 
the normal course of business. Future laws and regulations or changes to existing laws and their impact cannot be 
predicted. Capital expenditures in the environmental area in 1999 totalled $8.2 million (1998 — $14.0 million; 1997 
— $15.4 million) while $90.5 million (1998 — $83.4 million; 1997 — $66.9 million) was incurred as environmental 
operating expense. Expenditures in 2000 are expected to be of a similar magnitude for existing operations. 


The Company's computer systems and facilities are operating normally. The Company’ business and 
operations have not been affected to date by any computer problems related to the date changeover to the year 
2000, either internally or externally. 


The rising world population and the demand for more food and better 
diets, with meat as a protein source, will continue to drive consumption of 
fertilizers over the long term. While the consumption trend line is expected to 
continue to climb, there will be, at times, fluctuations in demand caused both by 
economic factors and political factors in those countries where governments are 
involved in importation. 

North American fertilizer demand is generally considered mature but is 
expected to fluctuate from year to year, as a function of acres planted and 
application rates per acre, which are influenced by crop prices and weather. 

While world grain stocks are not excessive, North American stocks are up 
after three consecutive years of good harvests. This has resulted in the lowest 
corn prices in a decade. Historically, fertilizer prices track the US corn price 
fairly closely. In potash, prices have been more stable than the corn price as 
supply has generally tracked demand. In phosphate, DAP prices appear to be 
more tied to the US corn price than potash. Nitrogen prices track the price very 
closely. If there should be weather problems, US grain inventories would quickly diminish. Furthermore, 
when grain becomes as inexpensive as it is now, farmers generally use more of it for feed. 

In January 2000, the United States Department of Agriculture (“USDA”) lowered its US corn production 
estimate and raised its forecasts of domestic corn demand and corn exports. As a result, the USDA is projecting 
lower US ending stocks and higher prices for corn. 

The Company sells a significant amount of potash and phosphate in offshore markets, where countries 
purchase fertilizer to grow cash crops for export and food for internal use. 

The Company also sells product in the non-fertilizer markets which are affected by North American 
economic growth, which is expected to be more than three percent next year. Outside consultants forecast 
four percent annual growth in demand for industrial nitrogen products for the next five years and two percent 
growth for industrial phosphates. 

The positive effect of any increase in demand for fertilizer and non-fertilizer 
products may be offset to the degree that additional production capacity comes 
on stream. 

Domestic potash sales volumes are expected to approximate 1999 levels 35 
while offshore sales volumes are expected to increase modestly, resulting in 30 
slightly larger overall volumes compared to 1999. In late December 1999, 45 
Canpotex announced the largest ever sales contract with China. The contract ,, 
provides for sales in the first half of 2000 of 1.6 million tonnes, which is 
25 percent higher than the first half 1999 level. Domestically, the combination of 
continued matching of supply to demand and higher export sales is expected to 
tighten product availability. Prices in both the domestic and offshore markets are 
expected to be flat as compared to 1999. | 5 Mania Sema Sada SUS 

PCS continues to operate its potash mines by matching production to 
anticipated sales demand. Shutdowns at potash mines for inventory correction 
will influence potash production costs on a quarter-over-quarter comparative basis. It is expected that the 
number of such shutdowns in 2000 will be less than the 58 weeks of shutdown incurred in 1999. Natural gas 
costs are increasing in Western Canada. Higher Canadian gas costs and possible continued strengthening of 
the Canadian dollar are expected to more than offset fewer shutdown weeks. The combination of these factors 
is expected to increase production costs somewhat. 

Lower sulphur costs are expected to more than offset any increase in ammonia costs, resulting in 
phosphate production costs that are similar to 1999. PCS can use up to one-quarter of the ammonia it 
produces and sells as ammonia at its own phosphate plants. 
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Total nutrient 
expenditures in the 
last 30 years have 
closely followed corn 
prices and influenced 
fertilizer prices. 
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Source: FAO, IFA, NRCanada, Fertecon, PCS 


PCS, with an estimated 
60 percent of world 
excess capacity, 

is ideally positioned 

to meet the growing 
demand in developing 
nations. 


World’s Largest Fertilizer In the near term, prices for liquid and solid phosphates are expected to firm slightly as domestic 
Companies ; plant shutdowns and unplanned outages have brought supply and demand into closer balance. 
tied Eon jaar Prices could come under pressure in the second half of the year depending on how fast and at what 

rate new capacity comes on stream. Sales volumes in 2000 are expected to be flat as compared to 
1999. Prices for industrial products and feed supplements are also expected to be flat in comparison 
to 1999. The impact of substantially lower phosphate prices for all of 2000 is expected to reduce 


a Potash & Phos Acid a Ammonia 
25 


20 gross margin for phosphate. 
Market prices for nitrogen products in the near term are expected to be supported by several plant 
15 shutdowns, lower inventories and the generally stronger spring season. These prices are expected to 


weaken in the second half of 2000 as new capacity in Venezuela and Argentina comes on stream. Gross 
margin in 2000 is expected to improve but still be negative. The urea market is influenced by China 
which, early in 1997, stopped importing urea, thereby having a negative effect on prices. Chinese 
buyers remain inactive and there are no indications as to when they will return to the market. 
The Company manages its natural gas costs through a combination of fixed price contracts, 
ules a rts as Aa hedges and the Trinidad gas contracts. As a flexible producer, PCS will continue to allocate its 
nitrogen and phosphate feedstock to production of the products with the best margins. 
On December 31, 1999, the Company indefinitely shut down two of its four ammonia plants in 
Be res one Trinidad following the expiration of the natural gas supply contract for those two plants with the National 
Rae ae eco Gas Company (“NGC”) of Trinidad. Discussions with NGC are ongoing as the Company attempts to achieve 
producers around the competitive gas pricing. Management believes that this interim shutdown will not have a material adverse 
world and will strive to effect on the Company’ financial condition or results of operations. 
be first among them. Total capital expenditures in 2000 for property, plant and equipment are expected to be approximately 
$150.0 million. This spending includes costs associated with the development of Aurora’s mining block known 
as the NCPC property and new capital for PCS Yumbes. 
Just as in 1999, potash is expected to outperform phosphate and nitrogen in 2000. New world phosphate 
and nitrogen capacity is scheduled to come on stream and the impact may lead to lower profitability for 2000 
compared to 1999. However, lower than expected production from anticipated new capacity in phosphate and 
nitrogen or improved demand from key countries such as Brazil, China or India could improve this outlook. 
The effective consolidated income tax rate for 2000 is expected to be approximately 30 percent. The split 
between current and deferred taxes is variable, highly sensitive to the source of income and ultimately affects cash 
flow. If most of the Company's income is from potash, the current tax portion could approach 80 percent of the 
tax liability. Alternatively, if potash earnings account for two-thirds of total profitability, the current tax portion 
could approximate 50 percent. Stronger nitrogen and phosphate earnings could reduce this current tax ratio. 
The narrative included under this Management’s Discussion and Analysis of Financial Condition and 
Results of Operations has been prepared on a nutrient basis (the phosphate products produced at Geismar are 
included with phosphate data rather than nitrogen) rather than a subsidiary or business segment basis and 
with reference to the consolidated financial statements reported under accounting principles generally 
accepted in Canada. 


Source: Fertecon, PCS 


Certain statements in this annual report and this Management’ Discussion and Analysis of Financial 
Condition and Results of Operations, including those in the “Outlook” section, relating to the period after 
December 31, 1999, are forward-looking statements subject to significant uncertainties. A number of factors 
could cause actual results to differ materially from those expressed in the forward-looking statements, 
including, but not limited to: fluctuation in supply and demand in fertilizer, sulphur and petrochemical 
markets; changes in competitive pressures, including pricing pressures; potential higher costs incurred in 
connection with restructuring charges as compared to costs estimated for purposes of calculating such charges; 
uncertainty and variations in future discounted and undiscounted net cash flows from use together with 
residual values estimated for purposes of calculating asset impairment; changes in capital markets; changes in 
currency and exchange rates; unexpected geological or environmental conditions; imprecision in reserve 
estimates; the outcome of legal proceedings; and changes in government policy. The Company sells to a diverse 
group of customers both by geography and by end product. Market conditions will vary on a year-over-year 
basis and sales can be expected to shift from one period to another. 
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Financial Data ($ Millions) 


1999 


For the Years Ended December 31 


1998 1997(4) 1996 1995G) 19942) 1993) 1992 1991 1990 
Net Sales 2,061.1 23078 2,325.9 1,403.9 856.1 363.1 212.2 214.1 206.8 189.9 
Operating (Loss) Income (350.7) 446.1 447.6 299.5 224.2 98.5 56.9 50.6 39.1 34.6 
Net (Loss) Income (412.0) 261.0 297.1 209.0 1595 Oi 44.7 39.8 Selle 17.3 
Net (Loss) Income per Share (dollars) (7.60) 4.82 5.68 4.59 3.68 D2 eS 1.03 0.81 0.47 
Dividends per Share (dollars) 0.99 0.96 1.03 1.06 1.06 OW 0.53 0.51 0.51 0.51 
Cash Provided by Operating Activities 343.6 578.0 4678 296.2 DES 150.7 49.8 574 53.8 66.1 
Working Capital (104.8) $29.2 2eley, 278.8 136.1 103.3 37.0 70.9 474 DSI 
Total Assets 3,916.8 45343 44276 24944 2581.8 1,0278 1,036.4 915.0 898.8 914.8 
Total Long-Term Debt 437.0 953:355) 115010 620.0 714.5 2.0 20.1 48.9 54.4 62.6 
Shareholders’ Equity 1,962.4 2,453.8 2,2279 14055 1,241.9 9643 903.7 8095 7889 7773 
Operating Data (Thousands) 
Employees at Year-End (Actual Numbers) 5498 5744 5751 4490 4579 1,781 1818 1,415 1,227 1,242 
Potash Production (KC!) Tonnage 6,388 6,995 6,483 5,/82 6,071 5,298 ‘3,902 3,850 4,030 3,464 
Phosphate Production (P05) Tonnage 2,124 2,363 2,282 2,096 1,008 - - - = = 
Nitrogen Production (N) Tonnage 3,138 S20 2,349 - = = = = = = 
Potash Sales — KCI Tonnes 6,474 6,283 6,640 5,612 5,848 5,569 BoD S15 3,909 B25 
Phosphate Sales — Product Tonnes 4,016 4,627 4,434 4,305 2,206 = = = = = 
Nitrogen Sales — Product Tonnes } 7,951 7,825 6,775 535 115 ~ - - = - 
Intercompany Sales 
Ammonia — Product Tonnes 404 488 120 - = = = = = = 
Potash — KCI Tonnes 106 1265 129 5 120 108 Cs) 89 791 ~ = 
Net Sales ($ Millions) 
Potash 563.3 545.5 504.2 403.2 421.0 363.1 212.2 214.1 206.8 189.9 
Phosphate 843.8 1,011.0 953.0 892.0 412.1 = - - - - 
Nitrogen 654.0 7513 8681 1087 230 - - - - - 
Total Net Sales 2,061.1 2,307.8 2,325.9 1,403.9 856.1 363.1 QD 214.1 206.8 189.9 


(1) Data for 1993 and thereafter reflect the acquisition of Potash Company of America assets on October 7, 1993. 
(2) The financial statements of the Company for 1994 and prior years have been restated to US dollars in accordance with accounting principles generally accepted in Canada using 
the Translation of Convenience Method. The Canadian dollar amounts for these periods have been converted to US dollars at the exchange rate of US$1.00 = CDN$1.4028. 

(3) Data for 1995 and thereafter reflect the acquisition of Texasgulf Inc. on April 10, 1995 and the acquisition of White Springs Agricultural Chemicals, Inc. on October 31, 1995. 
(4) Data for 1997 and thereafter reflect the acquisition of Arcadian Corporation on March 6, 1997. 


The consolidated financial statements of the Company have been prepared in accordance with accounting principles generally accepted in Canada. These principles differ in some 
respects from those applicable in the United States (see Note 32 to the Company's consolidated financial statements). 


Notes to Selected Ten-Year Data: 


1. There were no extraordinary items nor were there any discontinued operations in any of the accounting periods. . 
2. Fully diluted net (loss) income per share did not differ materially from net (loss) income per share in any of the accounting periods. 


Additional Information 


Data for 1999 include the effects of charges for plant closures and office consolidation and asset impairments of $591.5 million. 


Financial Reporting 


The accompanying consolidated financial statements and related financial information are the 
responsibility of PCS management and have been prepared in accordance with accounting principles generally 
accepted in Canada and include amounts based on estimates and judgments. Financial information included 
elsewhere in this report is consistent with the consolidated financial statements. 

To meet managements responsibility for financial reporting and to obtain reasonable assurance for the 
integrity and reliability of the financial reports, the Company’s accounting and internal control systems are 
designed to safeguard assets and to properly record transactions and events. Policies and procedures are 
maintained to support the accounting and internal control systems. 

Our independent auditors, Deloitte & Touche LLP, provide an objective, independent audit of the 
consolidated financial statements. Their report for 1999 is included. 

The Board of Directors, through the audit committee composed exclusively of outside directors, meets 
regularly with the independent auditors — both jointly and separately — to review significant accounting, 
reporting and internal control matters. The audit committee also recommends to the Board the independent 
auditors to be proposed to the shareholders for appointment at the annual meeting. Interim consolidated 
financial statements are reviewed by the audit committee prior to release to shareholders. 

The consolidated financial statements are approved by the Board of Directors on the recommendation of 


the audit committee. 


Ace 
Kis W. Brownlee 


President and Senior Vice President and 
Chief Executive Officer Chief Financial Officer 
February 9, 2000 


To the Shareholders of Potash Corporation of Saskatchewan Inc. 


We have audited the consolidated statements of financial position of Potash Corporation of Saskatchewan 
Inc. as at December 31, 1999 and 1998 and the consolidated statements of income and retained earnings and 
of cash flow for each of the three years in the period ended December 31, 1999. These financial statements are 
the responsibility of the Company's management. Our responsibility is to express an opinion on these financial 
statements based on our audits. 

We conducted our audits in accordance with auditing standards generally accepted in Canada. Those 
standards require that we plan and perform an audit to obtain reasonable assurance whether the financial 
statements are free of material misstatement. An audit includes examining, on a test basis, evidence supporting 
the amounts and disclosures in the financial statements. An audit also includes assessing the accounting 
principles used and significant estimates made by management, as well as evaluating the overall financial 
statement presentation. 

In our opinion, these consolidated financial statements present fairly, in all material respects, the financial 
position of the Company as at December 31, 1999 and 1998, and the results of its operations and its cash 
flows for each of the three years in the period ended December 31, 1999 in accordance with accounting 
principles generally accepted in Canada. 


February 9, 2000 (except as to Note 33 
which is as of February 22, 2000) Chartered Accountants 


Consolidated Statements of Financial Position 


As at December 31 in thousands of US dollars 


1998 
Assets 
Current Assets 
Cash and cash equivalents cS erkeye 
Accounts receivable (Note 5) 302,974 
Inventories (Note 6) 364,397 
Prepaid expenses 38,839 
774,181 
Property, plant and equipment (Note 7) 3,003,443 
Goodwill (Note 8) 559,621 
Other assets (Note 9) 197,012 
$4,534,257 
Liabilities 
Current Liabilities 
Short-term debt (Note 10) $ 94940 
Accounts payable and accrued charges (Note 11) 349,684 
Current portion of long-term debt (Note 12) 386 
445,010 
Long-term debt (Note 12) 933,294 
Deferred income tax liability (Note 23) 417,853 
Accrued post-retirement/post-employment benefits (Note 14) IS1A79 
Accrued reclamation costs (Note 15) 129,399 
Other non-current liabilities and deferred credits 23,761 
2,080,496 
Contingencies (Note 27) 
Shareholders’ Equity 
Share Capital (Note 16) 1,227,599 
Unlimited authorization of common shares without par value; 
issued and outstanding 53,694,209 and 54,243,795 shares 
in 1999 and 1998, respectively 
Unlimited authorization of first preferred shares; none outstanding 
Contributed Surplus (Note 17) 336,486 
Retained Earnings 889,676 
2,453,/61 
$4,534,257 


(See Notes to the Consolidated Financial Statements) 


Approved by the Board, 


Nhe Ehabilfiren ber 


Director Director 


Consolidated Statements of Income and Retained Earnings 
For the Years Ended December 31 


in thousands of US dollars 


1998 1997 
Net sales (Note 18) $2,307,763 $2,325,929 
Cost of goods sold 1,698,416 1,740,758 
Gross Margin 609,347 585 17/1 
Selling and administrative 116,012 99,663 
Provincial mining and other taxes (Note 19) 80,088 70,312 
Provision for plant closures and 
office consolidation (Note 20 ) a = 
Provision for asset impairment (Note 21) = = 
Other income (32,809) 62444) 
163,291 15755 
Operating (Loss) Income 446,056 447,640 
Interest Expense (Note 22) 67,574 81,439 
(Loss) Income Before Income Taxes 378,482 366,201 
Income Taxes (Note 23) 117,479 69,063 
Net (Loss) Income 261,003 297,138 
Retained Earnings, Beginning of Year 680,356 438,526 
Dividends (51,683) (55,308) 
Retained Earnings, End of Year $ 889,676 $ 680,356 
Net (Loss) Income per Share (Note 24) $4.82 $5.68 
Dividends per Share (Note 25) $0.96 $1.03 


(See Notes to the Consolidated Financial Statements) 


Consolidated Statements of Cash Flow 


For the Years Ended December 31 in thousands of US dollars 


Operating Activities 
Net (loss) income 
Items not affecting cash 
Depreciation and amortization 
Loss (gain) on disposal of property, 
plant and equipment 
Provision for deferred income tax 
Provision for plant closures and 
office consolidation 
Provision for asset impairment 
Provision for post-retirement/ 
post-employment benefits 


Changes in non-cash operating working capital 
Accounts receivable 
Inventories 
Prepaid expenses 
Accounts payable and accrued charges 
Current income taxes 
Accrued reclamation costs 
Other non-current liabilities and deferred credits 


Cash provided by operating activities 


Investing Activities 
Additions to property, plant and equipment 
Acquisition of Minera Yolanda S.C.M. (Note 4) 
Acquisition of Arcadian Corporation 
Proceeds from disposal of property, 
plant and equipment 
Additions to other assets 
Cash used in investing activities 


Cash (deficiency) before financing activities 


Financing Activities 

Proceeds from long-term obligations 
Repayment of long-term obligations 
Proceeds from short-term debt 
Repayment of short-term debt 
Repayment of Senior Notes 


Dividends 


Repurchase of shares 
Issuance of shares 


Cash (used in) provided by financing activities 


(Decrease) Increase in Cash and 
Cash Equivalents 

Cash and Cash Equivalents (Bank 
Indebtedness), Beginning of Year 


Cash and Cash Equivalents, End of Year 
Supplemental cash flow disclosure 

Interest paid 

Income taxes paid 


1998 1997 
$261,003 $297,138 
190,880 170,002 
(99) (4,739) 
97,203 34,491 
6,848 6,166 
555,835 503,058 
48,751 23,470 
(7,859) 19,873 
(16,603) 3,736 
1,301 (72,006) 
(S778) 3,383 
(7,436) (7,407) 
7,749 (6,286) 
577,960 467,821 
(190,155) (160,337) 
= (474,985) 
31,926 15,276 
(85,066) (22,091) 
(243,295) (642,137) 
334,665 (174,316) 
143,000 1,210,000 
(376,329) (699,979) 
215,000 210,000 
(221,988) (108,072) 
= (374,526) 
(51,683) (55,308) 
16,550 7,287 
(275,450) 189,402 
59,215 15,086 
8,756 (6,330) 

$ 67,971 $ 8,756 
$ 68,419 $ 84,365 
$ 19,228 $ 41,252 


(See Notes to the Consolidated Financial Statements) 


NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS 


1. Description of Business 


Potash Corporation of Saskatchewan Inc. (“PCS") and its operating 
subsidiaries (the “Company” except to the extent the context otherwise 
requires) form an integrated fertilizer and related industrial and feed 
products company. The Company's potash producing assets include five 
mines and mills and mining rights to potash reserves at a sixth location 
all in the Province of Saskatchewan, one mine and two mills located in 
the Province of New Brunswick and one mine and mill in the State of 
Utah. The Company's phosphate producing assets include a vertically- 
integrated phosphate mine and processing plant located in the State of 
North Carolina, phosphate feed plants in five states, two industrial 
phosphoric acid plants owned in a joint venture carrying on business as 
Albright & Wilson Company, a mine and processing plant complexes in 
the State of Florida and a processing plant complex in the State of 
Louisiana. The Company's nitrogen producing assets include four 
domestic plants located in the states of Georgia, Louisiana, Ohio and 
Tennessee and large-scale operations in Trinidad. The Company has a 
plant in Chile that will produce sodium nitrate and potassium nitrate. The 
Company owns or leases in excess of 130 terminal and warehouse 
facilities strategically located in Canada and the United States, and 
services customers with a fleet of approximately 5,000 rail cars. 

The Company sells potash from its Saskatchewan mines for use 
outside North America exclusively to Canpotex Limited (“Canpotex’). 
Canpotex, a potash export, sales and marketing company owned in 
equal shares by the three potash producers in the Province of 
Saskatchewan (including the Company), resells potash to offshore 
customers. PCS Sales (Canada) Inc. and PCS Sales (USA), Inc., wholly- 
owned subsidiaries of PCS, execute marketing and sales for the 
Company's potash, phosphate and nitrogen products in North 
America. PCS Sales (Canada) Inc. executes offshore marketing and 
sales for the Company's New Brunswick potash. PCS Sales (USA), Inc. 
executes offshore marketing and sales for the Company's nitrogen 
products. Phosphate Chemicals Export Association, Inc. (“PhosChem”), 
an unrelated phosphate export association established under United 
States law, is the principal vehicle through which the Company 
executes offshore marketing and sales for its phosphate fertilizers. 


2. Significant Accounting Policies 


Basis of Presentation 

The Company's accounting policies are in accordance with 
accounting principles generally accepted in Canada (“Canadian 
GAAP"). These policies are consistent with accounting principles 
generally accepted in the United States (“US GAAP") in all material 
respects except as outlined in Note 32. The preparation of financial 
statements in accordance with generally accepted accounting 
principles requires management to make estimates and assumptions 
that affect the reported amounts of assets and liabilities and disclosure 
of contingent assets and liabilities at the date of the financial 
statements and the reported amounts of revenues and expenses 
during the reporting period. Actual results could differ from those 
estimates. The following policies are considered to be significant: 


Principles of Consolidation 
The consolidated financial statements include the accounts of 
PCS and its operating subsidiaries: 
* PCS Sales (Canada) Inc. 
— PCS Sales (lowa), Inc. 
— PCS Sales (Indiana), Inc. 
— PCS Joint Venture, LP 
PCS Sales (USA), Inc. 
* Potash Corporation of Saskatchewan Transport Limited 


2. Significant Accounting Policies (continued) 


* PCS Phosphate Company, Inc. 

— Albright & Wilson Company (proportionately consolidated) 
* White Springs Agricultural Chemicals, Inc. (White Springs”) 
* PCS Nitrogen, Inc. 

— PCS Nitrogen Fertilizer, L.P. 

— PCS Nitrogen Ohio, LP. 

— PCS Nitrogen Limited 

— PCS Nitrogen Fertilizer Limited 

— PCS Nitrogen Trinidad Limited 
* PCS Cassidy Lake Company (“PCS Cassidy Lake") 
* PCS Yumbes S.C.M. 


All significant intercompany balances and transactions have 
been eliminated. 


Cash Equivalents 
Highly liquid investments with an original maturity of three 
months or less are considered to be cash equivalents. 


Inventories 

Inventories of finished product, raw materials and work in process 
are valued at the lower of cost and net realizable value. Cost for 
substantially all finished product, raw materials and work in process 
inventories is determined using the first in, first out (FIFO) method. 
Certain inventories of materials and supplies are valued at the lower of 
average cost and replacement cost and certain inventories of materials 
and supplies are valued at the lower of cost and market. 


Prepaid Expenses 

Prepaid expenses include prepaid freight relating to product 
inventory stored at warehouse and terminal facilities which is invoiced 
to customers at the time of sale of the inventory. 


Property, Plant and Equipment 

Property, plant and equipment (which includes mine development 
costs) are carried at cost, except for mineral properties, which are 
carried at the lower of cost or fair value. Costs of additions, betterments, 
renewals and interest during construction are capitalized. The Company 
periodically reviews property, plant and equipment for indicators of 
potential impairment. Impairment would be measured by comparing 
book value against the estimated undiscounted future cash flows and 
any such impairment loss is included in the statement of income. 

Maintenance and repair expenditures which do not improve or 
extend productive life are expensed as incurred. 


Depreciation and Amortization 

Depreciation and amortization are provided for on a basis and at 
rates calculated to amortize the cost of the property, plant and 
equipment over their estimated useful lives. Depreciation and 
amortization rates for all mine assets (including mine development 
costs) and potash mills are determined using the units of production 
method based on estimates of proven and probable reserves. Other 
asset classes are depreciated or amortized on a straight-line basis as 
follows: land improvements 5 to 30 years, buildings and improvements 
6 to 30 years and machinery and equipment 5 to 25 years. 


Goodwill 

Goodwill represents the excess of the purchase price and related 
costs over the value assigned to the net tangible assets of businesses 
acquired and is carried at cost. Goodwill is being amortized on a 
straight-line basis over a period of forty years. The Company assesses 
the recoverability of this intangible asset based on estimated 
undiscounted future cash flows. Impairment is measured by comparing 
book value against the estimated undiscounted future cash flows and 
any such impairment is included in the statement of income. 


NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS 


2. Significant Accounting Policies (continued) 


Other Assets 

Issue costs of long-term obligations are capitalized to deferred 
charges and are amortized to interest expense over the term of the 
related liability. 

Preproduction costs are capitalized to deferred charges and 
represent costs incurred prior to obtaining commercial production at 
new milling facilities, net of revenue earned, and are amortized on a 
straight-line basis over ten years. 

The costs of constructing bases for gypsum stacks and settling 
ponds are capitalized to deferred charges and are amortized on a 
straight-line basis over their estimated useful lives of three to five years. 

Land held for sale is stated at the lower of cost or net 
realizable value. 

Investments in which the Company exercises significant 
influence (but does not control) are accounted for using the equity 
method. Other investments are stated at cost. 

Rotational plant maintenance costs, which consist primarily of 
planned major maintenance projects (also known as “turnarounds”), 
are capitalized when incurred and are amortized over the anticipated 
periods until the next scheduled rotational plant maintenance which 
ranges from two to four years. 


Leases 

Leases entered into are classified as either capital or operating 
leases. Leases that transfer substantially all of the benefits and risks of 
ownership of property to the Company are accounted for as capital 
leases. At the time a capital lease is entered into, an asset is recorded 
together with the related long-term obligation. Equipment acquired 
under capital leases is being depreciated on the same basis as other 
property, plant and equipment. Gains or losses resulting from sale- 
leaseback transactions are deferred and amortized in proportion to 
the amortization of the leased asset. Rental payments under 
operating leases are charged to expense as incurred. 


Post-Employment and Post-Retirement Benefits 

Accrual of the costs of the Company's defined benefit pension 
plans are recorded monthly and adjusted annually based on actuaries’ 
reports. Pension expense includes the net of management's best 
estimate of the cost of benefits provided, interest cost of projected 
benefits, return on pension plan assets and amortization of experience 
gains or losses and plan amendments. Adjustments arising from plan 
amendments, experience gains or losses and changes in assumptions 
are amortized on a straight-line basis over the expected average 
remaining service life of the employee group covered by the plan. 
Pension fund assets are valued at market values. 

Accrual of the costs of providing certain post-retirement benefits, 
including medical and life insurance coverage, during the active 
service period of the employee is recorded monthly and adjusted 
annually as actuaries’ reports become available. 

Accrual during periods of active employment, for the expected 
cost of certain benefits payable to former or inactive employees, is 
also recorded monthly and adjusted annually. These benefits include 
long-term disability income payments and related medical and 
insurance costs. 


Environmental Costs 

Environmental expenditures that relate to current operations are 
expensed or capitalized as appropriate. Expenditures that relate to 
existing conditions caused by past operations and that do not 
contribute to current or future revenue generation are expensed. 
Provisions for estimated costs are recorded when environmental 
remedial efforts are likely and the costs can be reasonably estimated. 
In determining the provisions, the Company uses the most current 


2. Significant Accounting Policies (continued) 


information available, including similar past experiences, available 
technology, regulations in effect, the timing of remediation and cost- 
sharing arrangements. 


Stock-Based Compensation Plans 

The Company has two stock-based compensation plans which are 
described in Note 16. No compensation expense is recognized for these 
plans when stock options are issued as the exercise price is the quoted 
market closing price of the Company's common shares on the last trading 
day immediately preceding the date of the grant. Any consideration paid 
on exercise of stock options is credited to share capital. 


Foreign Exchange Transactions 

PCS and its operating subsidiaries have the US dollar as their 
functional currency. 

Canadian dollar operating transactions are translated to US 
dollars at the average exchange rate of the previous month. 
Trinidadian dollar operating transactions are translated to US dollars at 
the average exchange rate for the period. Monetary assets and 
liabilities are translated at period-end exchange rates. Non-monetary 
assets owned at December 31, 1994 have been translated under the 
Translation of Convenience Method at the December 31, 1994 year- 
end exchange rate of US $1.00 = CDN $1.4028. Additions 
subsequent to December 31, 1994 are translated at the exchange 
rate prevailing at the time of the transaction. 

Foreign exchange gains or losses are included in other income. 


Financial Instruments 

The Company enters into forward exchange contracts and 
natural gas futures, swaps and option agreements to manage its 
exposure to exchange rate and commodity price fluctuations. These 
activities have been designated as hedging activities by the Company. 

Gains or losses on foreign currency exchange contracts are 
recognized at the time that the contracts are entered into and are 
included in other income. 

Gains or losses resulting from changes in the fair value of natural 
gas hedging transactions which have not yet been settled are not 
recognized as they generally relate to changes in the spot price of 
anticipated natural gas purchases. Gains or losses arising from settled 
hedging transactions are deferred as a component of inventory until 
the product containing the hedged item is sold, at which time both 
the natural gas purchase cost and the related hedging deferral are 
recorded as cost of sales. 

The Company regularly evaluates its unrecognized or deferred gains 
and losses on these derivatives from a net realizable value of inventory 
perspective and establishes appropriate provisions, if necessary. 


Revenue Recognition 

Sales revenue is recognized when the product is shipped or a 
service is performed. Revenue is recorded based on the F.0.B. mine, 
plant, warehouse or terminal price. Transportation costs are recovered 
from the customer through sales pricing. 


3. Change in Accounting Policy 


The Company has adopted the provisions of section 1540 of the 
Canadian Institute of Chartered Accountants Handbook “Cash Flow 
Statements”. Under this accounting policy, cash flows are classified as 
either operating, investing or financing activities. Major classes of gross 
cash receipts and gross cash payments arising from investing and 
financing activities are separately disclosed. Investing and financing 
transactions that do not require the use of cash or cash equivalents are 
excluded from the cash flow statement and disclosed supplementally. 
The effect of this change on the current and prior period cash flow 


NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS 


3. Change in Accounting Policy (continued) 


statements was to reduce the amount reported as an investing activity 
for the acquisition of Arcadian Corporation in 1997 and reduce the 
amount reported as a financing activity for the issuance of shares 
related to the acquisition. These non-cash activities have been 
disclosed supplementally in Note 29. In addition, the proceeds from 
and repayment of long-term obligations and short-term debt have 
been disclosed separately rather than as a net amount. 


4. Acquisition of Minera Yolanda S.C.M. 


On July 1, 1999, the Company acquired all of the outstanding 
shares of Minera Yolanda S.C.M. for cash of $37,000 (which was 
funded from operations). Minera Yolanda S.C.M. is a Chilean sodium 
nitrate and potassium nitrate producer which holds mining 
concessions on certain sodium nitrate reserves in the Atacama Desert 
in northern Chile. Subsequent to the acquisition, the name Minera 
Yolanda S.C.M. was changed to PCS Yumbes S.C.M. (“PCS Yumbes"). 

The acquisition has been accounted for by the purchase method 
of accounting and, accordingly, the results of operations of PCS 
Yumbes have been included in the consolidated financial statements 
from July 1, 1999. 

Net assets acquired were: 


Working capital bre 282 
Property, plant and equipment and other assets 31,990 
Deferred tax asset 6,370 

38,642 
Long-term liabilities 1,642 
Net assets acquired 37,000 
Less: cash acquired oy 
Net cash acquisition cost $ 36,943 


Due to the fact that PCS Yumbes was not in full commercial 
production prior to the acquisition, no pro forma information is 
being provided. 


5. Accounts Receivable 


1999 1998 
Trade accounts — Canpotex $ 37,603 $ 30,738 
— Other 215,037 247,956 
Non-trade accounts 23,646 30,055 
276,286 408,749 
Less allowance for doubtful accounts 7,022 5) 7S 
$269,264 $302,974 
6. Inventories 
1999 1998 
Finished product $165,301 $176,908 
Materials and supplies 110,615 106,797 
Raw materials 53,329 58,471 
Work in process 47,987 22,221 
$377,232 $364,397 
7. Property, Plant and Equipment 
1999 


Accumulated 
Depreciation and Net Book 


Cost Amortization Value 
Land and improvements $ 213,374 $ 26,209 $ 187,165 
Buildings and improvements 446,889 127,499 319,390 
Machinery and equipment 3,035,816 754,108 2,281,708 
Mine development costs 132,018 43,221 88,797 
$3,828,097 $951,037 $2,877,060 


7. Property, Plant and Equipment (continued) 
1998 


Accumulated 
Depreciation and Net Book 


Cost Amortization Value 
Land and improvements $ 206,230 $ 23,318 3.162012 
Buildings and improvements 449,096 117,037 332,059 
Machinery and equipment 3,034,648 631,476 2,403,172 
Mine development costs 125,908 40,608 85,300 
$3,815,882 $812,439 $3,003,443 


Depreciation and amortization of property, plant and equipment 
included in Cost of Goods Sold and in Selling and Administrative was 
$161,045 (1998 — $154,215; 1997 — $141,241). During the year 
the Company recorded an impairment charge of $85,862 relating to 
certain of the assets (see Note 21). 


8. Goodwill 


1999 1998 

Cost $110,718 $586,987 
Accumulated amortization 1,340 27,366 
$109,378 $559,621 


Amortization of goodwill included in Selling and Administrative 
was $11,745 (1998 — $14,675; 1997 — $12,238). During the year the 
Company recorded an impairment charge of $438,498 (see Note 21). 


9. Other Assets 


1999 1998 
Deferred charges — net of 

accumulated amortization $ 49,723 $ 41,268 
Prepaid pension costs 14,399 Apts? 
Land held for sale 3,490 3,490 
Investments, at equity 21,890 23,961 
Investment, at cost 92,832 927151 

Rotational plant maintenance costs 
— net of accumulated amortization 16,087 21,103 
Other 5,736 3,870 
$204,157 $197,012 


Amortization of deferred charges and rotational plant 
maintenance costs included in Cost of Goods Sold and in Selling and 
Administrative was $18,316 (1998 — $21,990; 1997 — $16,523). 


10. Short-Term Debt 


Short-term debt was $474,504 at December 31, 1999 (1998 — 
$94,940). The weighted average interest rate on this debt was 6.02% 
(1998 — 6.00%). The Company had available lines of credit for short- 
term financing (net of letters of credit of $26,242) in the amount of 
$195,721 at December 31, 1999 (1998 — $177,451). The lines of 
credit are unsecured. In addition, the Company is authorized to 
borrow a further $98,407 under the commercial paper program. 


NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS 


11. Accounts Payable and Accrued Charges (continued) 


11. Accounts Payable and Accrued Charges During the year the Company paid severance, relocation and 
other related costs in the amount of $2,200 (1998 — $1,832) which 


1999 1998 : : : 

TReorre $231,767 $265,300 “ee charged against accrued integration. 
Accrued reclamation 22,707 TA13\ 
Accrued interest 5,436 6,758 
Accrued payroll 11,873 14,429 
Accrued integration 40,502 42,702 
Accrued plant closure and 

office consolidation 20,603 — 
Income taxes 2,511 = 
Dividends 13,663 12,764 


$349,062 $349,684 


12. Long-Term Debt 
1999 1998 

Syndicated Facilities led by the Bank of Nova Scotia $ — $488,000 

The Credit Facility provides for aggregate unsecured advances of $778 million (less the amount of commercial 

paper outstanding) at an interest rate of LIBOR plus a maximum of 0.75% (actual at December 31, 1998 was 

0.40%) or Base Rate Canada Loans, payable throughout the term of the Credit Facility. The actual weighted 

average interest rate at December 31, 1998 was 5.66%. The Credit Facility is renewable every 364 days with 

the consent of the lenders. No principal payments are required during the revolving period. If the Credit Facility 

is not renewed, It converts to a five-year term facility repayable in twenty quarterly instalments each equal to 

1% of the principal outstanding on the conversion date and a final payment of the remaining principal amount 

due on the fifth anniversary of the conversion date. 


Industrial Revenue and Pollution Control Obligations 43,343 44,266 
Adjustable Rate Industrial Revenue and Pollution Control Obligations with varying interest rates and with 
maturity dates ranging from 2000 to 2012. No sinking fund requirements prior to maturity. The Adjustable Rate 
Industrial Revenue and Pollution Control Obligations bear interest at rates ranging from 3.75% to 4.30%. The 
average interest rate on these obligations was 3.53% in 1999 (1998 — 3.67%). These loans are secured by 
bank letters of credit. 


Notes Payable 400,000 400,000 
7.125% notes payable June 15, 2007. No sinking fund requirements prior to maturity. These notes were issued 
under a shelf registration statement covering up to $1,000,000 of debt securities. The notes are unsecured. 


Obligations under capital leases 911 823 
Other 203 591 

444,457 933,680 
Less current maturities 7,437 386 


$437,020 $933,294 


The fair values of all long-term obligations (except the Notes Payable whose approximate fair value at December 31, 1999 was $367,112) 
are approximated by their face values. 
Long-term debt at December 31, 1999 will mature as follows: 


2000 $ 7,437 
2001 677 
2002 be.) 
2003 2Ooy, 
2004 255 
Subsequent years 433,232 

$444,457 


13. Commitments 


Lease Commitments Cre . 

The Company has long-term lease agreements for buildings, port facilities, certain ammonia plants in Trinidad, equipment, ocean-going 
transportation vessels and rail cars, the latest of which expires in 2020 (excluding mineral leases). acy = 

The Company has lease agreements with unaffiliated entities with respect to two ammonia plants constructed in Trinidad. The minimum 
annual lease payments under these agreements are approximately $27,000. The initial terms of the leases (five years and seven years) are 
renewable for additional five-year terms subject to certain conditions. If the leases are not renewed or are otherwise terminated, the Company 
may be required to make residual termination payments of approximately 85% of the estimated $384,000 costs of construction. The Company 
has an option to purchase the plants during the terms of the leases for prices approximating their fair market values at the date of exercise. 


a 
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13. Commitments (continued) 


Future minimum lease payments under these operating leases 
will be approximately as follows: 


2000 $ 93/613 
2001 84,842 
2002 80,675 
2003 5S) SS 
2004 41,397 
Subsequent years 248,468 


Rental expense for operating leases for the years ended 
December 31, 1999, 1998 and 1997 was $94,062, $86,633 and 
$65,252, respectively. 


Other Commitments 

The Company has entered into raw material purchase 
commitments based upon market rates at the time of delivery 
through 2008 in the amount of approximately $122,413, of which 
approximately $55,984 relates to 2000. 

The Company has entered into an agreement for the construction 
of a vessel for ocean-going transportation of raw materials and finished 
products in the amount of $37,000. In addition, the Company has 
entered into an agreement for the construction of six barges for the 
transportation of raw materials in the amount of $13,060. The balance 
of the progress payments of $15,200 relating to these agreements Is 
required in 2000. 

Two of the Company's Trinidad subsidiaries have entered into long- 
term natural gas contracts with a gas company in Trinidad. The contracts 
provide for prices which vary with ammonia market prices, escalating 
floor prices and minimum purchase quantities. The third Trinidad 
subsidiary is currently negotiating a long-term natural gas contract. 


14. Post-Retirement/ Post-Employment Benefits and 
Pension Plans 


Canada 

Substantially all employees of the Company are participants in 
either a defined contribution or a defined benefit pension plan. The 
Company's obligations under the defined contribution plans are limited 
to making regular payments to the plan to match contributions made by 
the employees for current services (to a maximum of 5.5% of salary). 

The Company has established a supplemental retirement 
income plan for senior management which is unfunded and non- 
contributory and provides a supplementary pension benefit. The plan 
is provided for by charges to earnings sufficient to meet the projected 
benefit obligation. 


United States 

The Company has defined benefit pension plans that cover a 
substantial majority of its employees. Benefits are based on a 
combination of years of service and compensation levels, depending 
on the plan. Generally, contributions to the US plans are made to 
meet minimum funding requirements of the Employee Retirement 
Income Security Act of 1974 (“ERISA’). Assets of both US funded 
plans consist mainly of corporate equity, US government and 
corporate debt securities and units of participation in a collective 
short-term investment fund. 


Trinidad 

The Company has contributory defined benefit pension plans 
that cover a substantial majority of its employees. Benefits are based 
on service. The plans’ assets consist mainly of local government and 


other bonds, local mortgage and mortgage-backed securities, fixed 
income deposits and cash. 


14. Post-Retirement/Post-Employment Benefits and Pension Plans (continued) 
All Pension Plans 


The components of net pension expense for the Company's 
pension plans, computed actuarially, were as follows: 


1999 1998 1997 
Service cost for benefits 
earned during the year $13,743 $11,669 $ 9,827 
Interest cost on projected 
benefit obligations 23,318 22,019 19,566 
Expected return on plan assets (35,928) (29,900) (25,234) 
Net amortization and deferral 2,485 1,730 31 


Net pension expense $ 3,618 ® 5S ile $ 4,190 


Significant actuarial assumptions used in calculating the net 
pension expense for the Company's funded plans were as follows: 


1999 1998 1997 

Discount rate 7.75% 6.75% 7.50% 

Long-term rate of return on assets 9.00% 9.00% 9.00% 
Rate of increase in 

compensation levels 5.00% 5.00% 5.00% 


Other Post-Retirement Plans 

The Company provides certain contributory health care plans 
and non-contributory life insurance benefits for retired employees. 
These plans contain certain cost-sharing features such as deductibles 
and coinsurance, and are unfunded with benefits subject to change. 

Although the Company prepares its financial statements under 
Canadian GAAP, it has continued to apply the treatment prescribed by 
SFAS No. 106 under US GAAP “Employers’ Accounting for 
Postretirement Benefits Other Than Pensions” and SFAS No. 132 
“Employers’ Disclosures about Pensions and Other Postretirement 
Benefits”. These statements require the accrual of the cost of 
providing other post-retirement benefits, including medical and life 
insurance coverage, during the active service period of the employee, 
and prescribe certain disclosure requirements. 

The components of this expense, computed actuarially, were 
as follows: 


1999 1998 1997 
Service cost for benefits 
earned during the year $ 3,870 $2,903 $ 2,701 
Interest cost on projected 
benefit obligations 9,334 8,025 7,816 
Net amortization and deferral 5 2 = 


Net post-retirement expense $13,209 $10,930 S10517 


The significant actuarial assumptions used in determining post- 
retirement benefit expense were as follows: 


Discount rate 
Health care cost trend rate 


7.75% 
6.00% 


6.80% 
10.00% 


7.50% 
10.80% 


If the health care cost trend rate was increased by 1.0 percent, 
the accumulated post-retirement benefit obligation and the aggregate 
of service and interest cost would have increased as follows: 


1999 1998 1997 
Accumulated post-retirement 
benefit obligation $15,488 SEO S25 Ae EO 
Aggregate of service and 
interest cost 2,910 5/3 490 


If the health care cost trend rate was decreased by 1.0 percent, 
the accumulated post-retirement benefit obligation and the aggregate 
of service and interest cost would have decreased as follows: 
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14. Post-Retirement/Post-Employment Benefits and Pension Plans (continued) 


1999 1998 1997 
Accumulated post-retirement 
benefit obligation $19,389 $2,848 $2,599 
Aggregate of service and 
interest cost 3,852 263 370 


The Company has applied Canadian GAAP to prepare its 
financial statements but continues to apply SFAS No. 112 under US 
GAAP “Employers’ Accounting for Postemployment Benefits”. This 
statement requires the Company to accrue, during periods of active 
employment, the expected cost of certain benefits payable to former 
or inactive employees. These benefits include long-term disability 
income payments and related medical and insurance costs. 

The effect of these costs on income before income taxes and the 
recorded liability for these costs was not significant for any of the 
years presented. 


14, Post-Retirement/Post-Employment Benefits and Pension Plans (continued) 


All of the Company's US employees may participate in defined 
contribution savings plans. These plans are subject to US federal tax 
limitations and provide for voluntary employee salary deduction 
contributions of up to 15 percent of salary and Company matching 
contributions of up to 5 percent of salary. The Company's matching 
contributions were $3,506 and $3,844 for 1999 and 1998, respectively. 

All of the Company's Canadian salaried employees participate in 
the PCS Inc. Savings Plan which was effective January 1, 1999. The 
Company contributes 5 percent of salary to the plan and employees 
may make voluntary contributions. The Company's contributions were 
$1,318 in 1999. 

The change in benefit obligations and change in plan assets for 
the above pension and post-retirement/post-employment plans were 
as follows: 


Post-retirement/ 


Pension Post-employment 
1999 1998 1999 1998 
Change in Benefit Obligations 
Balance, beginning of year $360,102 $306,948 $ 136,326 $ 119,701 
Acquisitions = 849 “= — 
Canadian benefit obligations - 11,156 - = 
Service cost 13,743 11,669 3,870 2,903 
Interest cost 23,318 22,019 9,334 8,025 
Participants’ contributions 369 384 - 88 
Actuarial (loss) gain (35,676) 20,936 (368) 10,421 
Amendments = ~ (9,490) _ 
Benefits paid (14,637) (13,859) (4,388) (4,812) 
Balance, end of year 347,219 360,102 135,284 136,326 
Change in Plan Assets 
Fair value, beginning of year 368,727 333,020 = = 
Canadian plan assets ~ Vi56 - — 
Actual return on plan assets 11,737 34,130 _ = 
Employer contributions 8,438 4,080 3,569 4,092 
Participants’ contributions 369 Ate 819 720 
Valuation allowance (1,634) (910) - _ 
Benefits paid _ (14,637) (13,859) (4,388) (4,812) 
Fair value, end of year 373,000 368,727 - — 
Funded Status 25,781 8,625 (135,284) (136,326) 
Unrecognized Net (Loss) Gain (26,085) (11,244) 6,867 11,908 
Unrecognized Prior Service Cost 1,215 2,210 (10,209) — 
Prepaid (Accrued) Benefit Cost 911 (349) (138,626) (124,418) 
Less current portion = DMS 3,705 3,630 
911 1,838 (134,921) (120,788) 
Add SFAS 112 liability — — - (1,060) 
Prepaid (Accrued) Post-retirement/Post-employment Benefits $ 911 Su o50 $(134,921) $121,848) 
Amounts recognized in the statements of financial position consist of: 
Long-term liability $ (13,488) $ (9,331) $(134,921) $(121,848) 
Prepaid pension costs 14,399 11,169 - — 
$ 911 $ 1,838 $(134,921 $(121,848 


The aggregate pension accumulated benefit obligations and aggregate fair value of plan assets for pension plans with accumulated benefit 


obligations in excess of plan assets are as follows: 


Post-retirement/ 


Pension Post-employment 
1999 1998 1999 1998 
Accumulated benefit obligation $ 84,390 $100,213 $ 134,921 § 121,848 
Fair value of plan assets $ 72,224 $ 76,698 ~ — 


15. Environmental Cost 


Reclamation and Restoration Costs 


Site restoration and reclamation costs have been accrued for various sites. At December 31, 1999, the Company has accrued $28,524 (1998 
— $29,078) for the Aurora, North Carolina facility, $55,755 (1998 — $66,412) for the White Springs, Florida facility, $27,377 (1998 — $27,377) for 
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15. Environmental Cost (continued) 


the Moab, Utah facility, $552 (1998 — $9,225) for various sulphur 
facilities, $18,401 (1998 — $nil) for certain Florida Favorite Fertilizer 
facilities and $4,273 (1998 — $5,038) for the Cassidy Lake facility. The 
idle sulphur facilities were part of the acquisition of Texasgulf Inc. and 
are undergoing dismantlement and environmental restoration efforts. 
The current portion of restoration and reclamation accrued in 1999 
totalled $22,707 (1998 — $7,731). These amounts represent the 
Company's current estimate of potential site restoration and 
reclamation costs which were last assessed in December 1999. These 
expenditures are generally incurred over an extended period of time. 

Annual environmental expenditures for reclamation and 
restoration during the years ended December 31, 1999, 1998 and 
1997 were $79,293, $71,887 and $66,972 respectively. Of the 1999 
amount, $70,303 (1998 — $62,958; 1997 — $51,421) was charged to 
operations, $3,074 (1998 — $4,059; 1997 — $4,948) was capitalized 
and $5,916 (1998 — $4,870; 1997 — $10,603) was charged against 
accrued reclamation costs. 

Certain reclamation obligations are currently secured by a surety 
bond of approximately $13,000. 


Capping of Byproduct Gypsum Stacks 

In 1993, the State of Florida passed certain legislation requiring 
companies to reduce the potential environmental hazards associated 
with accumulations of byproduct gypsum (gypsum stacks). The 
regulations implementing this legislation require companies to “cap” 
the gypsum stacks in order to reduce seepage into the groundwater, 
when such stacks reach their design capacity (for the Company, in 
approximately 35 years), or after March 25, 2001 if groundwater 
standards are not being met. At December 31, 1999, a balance of 
$35,350 (1998 — $35,350) was included in accrued reclamation 
costs for this gypsum stack capping requirement. The obligation of 
White Springs regarding the gypsum stacks is guaranteed by PCS. 

In North Carolina, on expiry of the mine's phosphate reserves, 
capping of the remaining gypsum stacks must comply with the laws 
in place at that time. 


Other Environmental Costs 

Other than reclamation, restoration and gypsum stack capping 
costs discussed above, no significant costs relating to existing 
conditions caused by past operations were incurred by the Company 
during 1999. At December 31, 1999, environmental provisions 
recorded by the Company, other than those related to reclamation, 
restoration and gypsum stack capping, as discussed above, were 
approximately $2,582. 

The Company's estimated operating expenses, other than 
reclamation, restoration and gypsum stack capping, relating to 
compliance with environmental laws and regulations governing 
ongoing operations were approximately $20,232 for the year ended 
December 31, 1999 (1998 — $20,473; 1997 —- $15,520). In 
addition, capital expenditures for other environmental compliance 
were approximately $5,108 for the year ended December 31, 1999 
(1998 — $9,926; 1997 — $10,464). 


16. Share Capital 


Authorized: 

The Company is authorized to issue an unlimited number of 
common shares without par value and an unlimited number of first 
preferred shares. The first preferred shares may be issued in one or 


more series with rights and conditions to be determined by the Board 
of Directors. 


16. Share Capital (continued) 
1999 1998 1997 


Consideration Consideration Consideration 


$1,227,599 $1,211,049 $ 630,484 


Issued: 


Issued, beginning of year 


Shares issued under option 1,356 15,414 5,826 
Shares issued to purchase 
Arcadian Corporation - - S528 
Shares issued for dividend 
reinvestment plan 1,848 1156 1,461 
Shares repurchased (14,270) ~ - 
Issued, end of year $1,216,533 $1,227,599 $1,211,04 
Issued: 1999 1998 1997 
Number of Number of Number of 
Common Common Common 
Shares Shares Shares 
Issued, beginning of year 54,243,795 53,896,186 45,581,864 
Shares issued under option 46,450 332,800 267,350 
Shares issued to purchase 
Arcadian Corporation - — 8,029,092 
Shares issued for dividend 
reinvestment plan 33,964 14,809 17,880 
Shares repurchased (630,000) = = 
Issued, end of year 53,694,209 54,243,795 53,896,186 


Stock Options 

The Company has two option plans. Under the Officers and Key 
Employees Plan, the Company may, after February 3, 1998, issue up to 
6,926,125 common shares pursuant to the exercise of options. Under 
the Directors Plan, the Company may, after January 24, 1995, issue up 
to 456,000 common shares pursuant to the exercise of options. Under 
both plans, the exercise price is the quoted market closing price of the 
Company's common shares on the last trading day immediately 
preceding the date of the grant and an option’s maximum term Is ten 
years. All options granted to date have provided that one-half of the 
options granted in a year will vest one year from the date of the grant, 
with the other half of the options vesting the following year. 

A summary of the status of the plans as of December 31, 1999, 
1998 and 1997 and changes during the years ending on those dates 
is presented below: 


Number of Shares Subject to Option 


1999 1998 1997 
Outstanding, 
beginning of year 2,947,075 2,461,125 1,845,475 
Granted 857,100 824,000 889,750 
Exercised (46,450) (332,800) (267,350) 
Cancelled (11,750) (5,250) (6,750) 


Outstanding, end of year 3,745,975 2,947,075 2,461,125 


Weighted Average Exercise Price 


1999 1998 1997 
Outstanding, beginning of year $70.35 $68.11 $52.90 
Granted 43.69 67.88 86.11 
Exercised 30.34 47.45 25.02 
Cancelled 77.62 82.61 78.44 
Outstanding, end of year 64.72 70.35 68.11 


The weighted-average grant-date fair value of options 
granted during the year was $11,622 (1998 — $18,665; 1997 — 
$23,712). 

The following table summarizes information about stock options 
outstanding at December 31, 1999: 
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Options Outstanding Options Exercisable 


Range of Exercise Number Weighted Average Weighted Average Weighted Average 
Prices Outstanding Remaining Life Exercise Price Number Exercise Price 
$12.00 to $18.38 11,750 2 years $16.88 14,750 $16.88 
$20.00 to $25.38 121,850 4 years Die7s 121,850 Dad 
$52.25 145,950 5 years 5225 145,950 32.25 
$43.69 857,100 10 years 43.69 aaa = 
$67.88 820,000 9 years 67.88 410,000 67.88 
$70.38 to $74.75 914,075 7 years 72.43 914,075 72.43 
$81.75 to $86.75 875,250 8 years 86.35 875,250 86.35 


The foregoing options have expiry dates ranging from November 8, 2000 to November 9, 2009. 


Shareholder Rights Plan 

The Board of Directors of the Company adopted a shareholder rights plan (“the Plan”) on November 10, 1994. The Plan was amended 
by the Board of Directors on March 28, 1995 and May 4, 1995 and approved by the shareholders on May 11, 1995. Under the Plan, the 
Board of Directors declared a dividend distribution of one right for each common share to holders of record. The rights are not currently 
exercisable and only become exercisable upon the occurrence of certain events as specified in the Plan. The Plan was renewed in 1998 and 
now expires following the Company's annual meeting in 2001, unless otherwise renewed or extended. 


Share Repurchase Plan 

The Board of Directors of the Company approved an open market repurchase program with respect to the Company's common shares 
on November 3, 1999. Under this program, the Company is permitted to repurchase up to 2,700,000 of its outstanding common shares by 
November 18, 2000. The Company plans to cancel shares purchased under the program. 


17. Contributed Surplus 


Contributed surplus has been charged with the excess of the cost of purchasing the common shares under the open market repurchase 
program over the stated value of the shares as follows: 


1999 1998 1997 
Balance, beginning of year $336,486 $336,486 $336,486 
Excess of cost of common shares repurchased over their stated value (14,992) = = 
Balance, end of year $321,494 $336,486 $336,486 


18. Segment Information 


The Company has three reportable business segments: potash, phosphate and nitrogen. All three segments produce fertilizers for sale to 
agricultural customers. In addition, approximately 47 percent of nitrogen and 41 percent of phosphate net sales revenue is from non-fertilizer 
products. These business segments are differentiated by the chemical nutrient contained in the product that each produces, with the exception 
of phosphate products produced at Geismar, which are included in the nitrogen business segment. Inter-segment net sales are made under 


terms which approximate market value. Each of the phosphate and nitrogen business segments was acquired as a unit. 


1999 

Potash Phosphate Nitrogen All others _ Consolidated 
Net sales — third party $ 563,296 $ 754,045 $ 743,723 $ = $2,061,064 
Inter-segment net sales 8,711 1,591 47,744 - - 
Gross margin 301,929 115,810 (9,468) - 408,271 
Other income 3,084 5,225 10,480 7,135 25,924 
Depreciation and amortization 37,243 61,826 83,486 8,551 191,106 
Provision for plant closures 1,254 8,232 55,464 — 64,950 
Provision for asset impairment - 7,615 518,952 - 526,567 
Operating income (loss) 221,381 94,665 (604,000) (62,747) (350,701) 
Assets 1,036,901 1,388,453 1,324,544 166,932 3,916,830 
Expenditures for segment capital assets 41,100 41,739 30,276 5,731 118,846 

1998 

Potash Phosphate Nitrogen All others _ Consolidated 
Net sales — third party $ 545,491 $ 914,197 $ 848,075 $ ms $2,307,763 
Inter-segment net sales 10,342 ou 66,705 _ — 
Gross margin Bil Aoy/ ZNO 82,707 = 609,347 
Other income 7D, MO) 6,463 10,610 13,635 32,809 
Depreciation and amortization 36,242 59,084 86,708 8,846 190,880 
Operating income 251/209 ZORSOS 60,757 (53,473) 446,056 
Assets 1,037,328 1,359,288 | Qe), S28 ZOO SD 4,534,257 
Expenditures for segment capital assets 43,158 66,958 80,039 ~ 1905155 
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1997 
Potash Phosphate Nitrogen All others _ Consolidated 
Net sales — third party $ 504,167 $ 926,490 $ 895,272 $ = $2,325,929 
Inter-segment net sales 9,017 1,460 [Ey 1S2 _ = 
Gross margin 257,606 184,199 143,366 _ SSS aval 
Other income 6,010 4,863 9,959 11,612 32,444 
Depreciation and amortization 39,605 55,102 68,996 6,299 170,002 
Operating income 187,226 181,062 125,651 (46,299) 447,640 
Assets 1,005,910 1,406,717 POS 7292 S/,O7S5 4,427,592 
Expenditures for segment capital assets 42,836 47,979 69,522 = 160,337 
Financial information by geographic area is summarized in the following table: 
Canada __ United States Trinidad Other Consolidated 
1999 
Net sales to customers outside the Company 
Canada $ 21,429 $ 29,294 $ _ $ - $ 50,723 
United States 209,693 1,080,696 122,076 - 1,412,465 
PhosChem - 186,494 - - 186,494 
Canpotex 254,711 - - - 254,711 
Other 71,163 39,153 46,355 - 156,671 
$ 556,996 $1,335,637 $ 168,431 $ - $2,061,064 
Operating income (loss $ 179,121 $ (511,852 $ (17,970 $ = $ (350,701 
Capital assets and goodwill $ 796,576 $1,871,664 $ 301,669 $ 32,616 $3,002,525 
1998 
Net sales to customers outside the Company 
Canada § 21,885 $ 29,808 $ — $ — $ 51,693 
United States 199,956 (F279 615 ORI = 1,589,683 
PhosChem _ 262,168 — — 262,168 
Canpotex 252,464 — — — 252,464 
Other 65,441 Bay! S11 OWH = IS WSS 
$ 539,746 $1,606,828 $ 161,189 $ = $2,507,165 
Operating income $ 209,783 $ 220,221 $99916,052 $ - $ 446,056 
Capital assets and goodwill $ 823,827 $2,448,587 $ 316,025 $ -- $3,588,439 
1997 
Net sales to customers outside the Company 
Canada $ 14,460 $ 27,147 $ — $ = $ 41,607 
United States 188,416 1,334,672 100,466 = 1,623,554 
PhosChem - 261,502 — = 261,502 
Canpotex 229,666 — _ = 229,666 
Other 64,261 35,097 70,242 — 169,600 
$ 496,803 $1,658,418 $ 170,708 $ — $2,325,929 
Operating income $ 163,620 $9 257528 $ 26,492 $ — § 447,640 
Capital assets and goodwill $811,135 $2,463,546 S555 145 $ = $ 3,610,426 
19. Provincial Mining and Other Taxes 20. Provision for Plant Closures and Office Consolidation 
Provincial mining taxes and other taxes consist of: In the third quarter of 1999, the Board of Directors of the 
1999 1998 1997 Company approved a plan to close nitrogen plants at Clinton, lowa and 
Potash Production Tax $57,997 $61,639 $53,453 LaPlatte, Nebraska; a phosphate feed plant at Saltville, Virginia; and a 


Saskatchewan corporate phosphate terminal at Jacksonville, Florida. The Clinton and LaPlatte 
capital taxes 19,088 18,449 16,859 Closures result from these plants being high-cost producers due to 
their size and technology employed. Due to the high production costs, 
$77,085 $80,088 $70,312 : : 

these plants are unprofitable at both current and projected future 

prices. The closure of the Saltville plant is primarily due to higher 

transportation costs for raw materials and waste products which make 

this plant a high-cost production facility. The terminal at Jacksonville is 


being closed as the Company intends to solely utilize the more 
efficient terminal at Morehead City, North Carolina. 
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20. Provision for Plant Closures and Office Consolidation (continued) 


The plants at Clinton and LaPlatte were indefinitely shut down 
effective August 12, 1999. The decision to permanently close both 
facilities was made and announced on August 31, 1999. Substantially 
all on-site product inventory has been sold and the Company is now 
in the process of decommissioning the ammonia storage tanks, which 
it expects will be completed in the first quarter of 2000. The Company 
plans to contract out the demolition of these facilities. The demolition 
activity is expected to start near the end of the first quarter of 2000 
and be completed by the end of 2000. Environmental procedures 
have commenced but cannot be completed until the dismantling of 
the plants is complete. These procedures principally include the 
cleaning of dismantled equipment and asbestos removal. Subsequent 
to the dismantling, the Company will attempt to sell the plant sites. 
Annual expenditures for site security and other maintenance costs will 
approximate $400 until such time as the sites are disposed of. There 
are outstanding contractual commitments that relate to natural gas and 
hydrogen purchase contracts and electricity. The number of employees 
terminated as a result of these closures will be 155 hourly and 
75 salaried, of which 168 have left the Company as of December 31, 
1999. The majority of the remaining employees are expected to leave 
the Company during the first quarter of 2000. Eligible hourly 
employees will receive severance of two hundred dollars per year of 
service up to a maximum of 30 years of service and the salaried 
employees will receive severance based on number of years of 
service. From January 1, 1999 to the date of closure, these plants 
incurred operating losses of approximately $12,000 (including 
depreciation and amortization of approximately $3,000). 

The phosphate feed plant at Saltville was closed effective 
September 1, 1999. This property may be sold or may be turned over 
to the municipal authorities. Annual expenditures for plant security 
and other maintenance costs until such time will approximate $154. 
The number of employees terminated as a result of this closure will 
be 49, of which 45 have left the Company as of December 31, 1999. 
The remaining 4 employees are expected to leave or transfer to other 
facilities in first quarter 2000. The employees were entitled to 
severance based on number of years of service. The severance 
payments ranged from one to seven months’ salary. From January 1, 
1999 to the date of closure, this plant incurred operating losses of 
approximately $6,000 (including depreciation and amortization of 
approximately $400). 

The phosphate terminal at Jacksonville was closed effective 
August 15, 1999. Environmental remediation procedures are 
expected to be completed in the first quarter of 2000, at which time 
the Company will attempt to sell the terminal. The number of 
employees affected as a result of this closure will be nine, of which 
three have transferred to other facilities as of December 31, 1999. 
Three employees will transfer to other facilities in February 2000 and 
the remaining employees are expected to leave at this time. From 
January 1, 1999 to the date of closure, this terminal incurred 
operating losses of approximately $2,000 (including depreciation and 
amortization of approximately $800). 

The decision to close these facilities triggered an assessment of 
the fair value of these assets, with fair value being determined based 
on estimated sales proceeds less costs to sell. 

The Company is proceeding with a consolidation of its Raleigh, 
North Carolina and Memphis, Tennessee administrative offices with 
the Company's office in Chicago, lllinois. As a result of the 
consolidation, 115 salaried employees will be terminated, with 
termination dates ranging from March 31, 2000 through to 
September 30, 2000. Terminated employees are entitled to 
severance pay equal to two weeks’ salary for each completed year of 
service (to a maximum of 52 weeks) and provided they stay until 


20. Provision for Plant Closures and Office Consolidation (continued) 


their termination date, an additional payment equal to 35 percent of 
their annual salary pro-rated for the number of months from 
October 1, 1999 to their termination. The Company has contractual 
commitments relating to current office leases at all three locations. 

Charges associated with these closures and office consolidation 
are as follows: 


Amount Reserve Balance 
Provision Paid Utilized at Dec. 31 
Plant Closures 
Severance $ 5,586. $2,652" 3 — $ 2,734 
Decommissioning 3,629 3,545 _ 284 
Environmental remediation 2,000 92 — 1,908 
Contractual commitments 7,588 i26 — 6,462 
Non-cash parts inventory 
writedown 8,198 _ 13) 28185 
Non-cash writedown of 
property, plant and 
equipment 28,934 - [858 2HOV7E 
5D WAND 1,869 46,651 
Office Consolidation 
Severance 6,215 _ — 6215 
Contractual commitments 3,000 = = 4,000 


$64,950 $7,215 $1,869 $55,866 


Of the $64,950 provision, $55,464 pertains to the nitrogen 
business segment, $8,232 pertains to the phosphate business 
segment and $1,254 relates to the potash business segment. 

After the writedown of the assets, the carrying amount of the 
remaining assets affected by the closures is $5,604. 

The plant closures and office consolidation will require cash 
expenditures of approximately $27,818, all of which is expected to be 
funded from operations. The majority of these expenditures are 
expected to be made by the end of 2000. 


21. Provision for Asset Impairment 


Due to operating losses primarily caused by reduced product 
prices and increased gas costs relative to certain current and expected 
future competition, the Company assessed the recoverability of the 
tangible and intangible assets related to the nitrogen operations. The 
Company projected the undiscounted future net cash flows from use 
together with the residual value of these assets and determined that 
in certain cases they were less than the carrying amount. Third party 
forecasts of future nitrogen prices indicate that they will not reach the 
levels experienced in 1997 when the nitrogen operations were 
purchased. These circumstances are the primary cause of a 
permanent impairment in the value of certain nitrogen assets. 
Accordingly, the Company recorded a provision for asset impairment 
of $518,952, of which $438,498 relates to goodwill, $79,489 relates 
to property, plant and equipment at the Memphis, Tennessee plant 
and $965 relates to other assets. The provision for asset impairment 
for the nitrogen operations was calculated as the difference between 
the carrying amount and the undiscounted future net cash flows from 
use together with residual values. Estimates of such undiscounted 
future net cash flows from use together with residual values are 
subject to significant uncertainties and assumptions. Accordingly, 
actual results could vary significantly from such estimates. 

Due to a history of operating losses and a projection of 
continuing operating losses, the Company assessed the recoverability 
of the tangible and intangible assets related to the Florida Favorite 
Fertilizer (“FFF”) operations. The Company estimated the 
undiscounted future net cash flows from use together with the 
residual value of these assets and determined that in certain cases 
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21. Provision for Asset Impairment (continued) 


they were less than the carrying amount. Accordingly, the Company 
recorded a provision for asset impairment of $7,615, of which $6,373 
relates to property, plant and equipment primarily at the Lakeland, 
Florida and Moultrie, Georgia locations and $1,242 relates to 
intangibles. The provision for asset impairment for the FFF operations 
was calculated as the difference between third party sales offers and 
the carrying amount of the various properties. This provision relates to 
the phosphate business segment. 

These writedowns will result in a reduction of amortization 
expense of approximately $11,700 and a reduction of depreciation 
expense of approximately $4,900 on an annualized basis. 


22. Interest Expense 


1999 1998 1997 

Interest on 
Short-term debt $10,591 $2942 $ 2,351 
Long-term debt 43,233 64,632 79,088 
$53,824 $67574 $81,439 


23. Income Taxes 


As the Company operates in a specialized industry and in several 
tax jurisdictions, its income is subject to various rates of taxation. 

The provision for income taxes differs from the amount that 
would have resulted from applying the Canadian statutory income tax 
rates to income (loss) before income taxes as follows: 


1999 1998 1997 


Income (loss) before 
income taxes 


Canada $ 126,208 $122,490 $ 67,606 
United States (509,038) 243,275 272,520 
Trinidad (21,695) 12,717 26,075 


$(404,525) $378,482 $366,201 


Federal and Provincial 

Statutory tax rates 46.12% 46.12% 46.12% 
Tax at statutory rates $(186,567) $174,556 $168,892 
Adjusted for the effect of: 

Net non-deductible provincial 
taxes and royalties and 
resource allowances 

Additional tax deductions 

Difference between Canadian 
rate and rates applicable to 
subsidiaries in other countries 

Goodwill impairment 207,652 - 

Other 4,187 997 5,489 


Income tax expense $ 7,469 $117,479 $ 69,063 


20,593 19,327. (7,025) 
(43,603) (63,330) (73,631) 


5,207 (14,071) (24,662) 


23. Income Taxes (continued) 


Details of income tax expense are as follows: 


Canada 
Current $ 9,359 $ 2351 $ 1,024 
Deferred 68,446 75,405 2,146 
United States — Federal 
Current 3,352 (sy, 7/7 31,888 
Deferred (70,761) 10,683 25,063 
United States — State 
Current 1,137 4,963 = 
Deferred 2,741 14,561 (716) 
Trinidad 
Current 776 5,808 13,564 
Deferred (7,581) (2,469) _ (3,906) 
Income tax expense $ 7,469 £117,479 $69,063 


The tax effects of temporary differences that give rise to significant 
portions of the net deferred income tax liability are: 


1999 1998 
Deferred income tax assets: 
Loss and credit carryforwards $246,379 $127,653 
Post-retirement/post-employment benefits 50,608 50,161 
Accrued reclamation costs 40,349 44555 
Other 2,843 pole 
Total deferred income tax assets 340,179 233,681 
Deferred income tax liabilities: 
Basis difference in fixed assets 724,485 628551 
Other 25,065 22,983 
Total deferred income tax liabilities 749,550 651,534 
Net deferred income tax liability $409,371 $417,853 


At December 31, 1999, the Company has income tax losses 
carried forward of approximately $646,000 which will begin to expire 
in 2010. The benefit relating to these loss carryforwards has been 
recognized by reducing deferred income tax liabilities. In addition, the 
Company has alternative minimum tax credits of approximately 
$20,000 which carry forward indefinitely. 


24. Net (Loss) Income Per Share 


Net (loss) income per share was calculated on the weighted 
average number of shares issued and outstanding during the twelve 
months ended December 31, 1999 of 54,230,000 (1998 — 
54,177,000; 1997 — 52,275,000). Fully diluted net (loss) income per 
share for the year ended December 31, 1999 was $(7.60) (1998 — 
$4.77; 1997 — $5.61). 


25. Dividends Per Share 


Prior to June 30, 1999, the Company declared its dividends in 
Canadian dollars. Subsequent to that date, the Company declared its 
dividends in US dollars. 


26. Financial Instruments and Risk Management 


The Company uses financial instruments, including forward 
exchange contracts, futures, swaps and option agreements, to hedge 
foreign exchange and commodity price risk. The Company does not 
hold or issue financial instruments for trading purposes. 

At December 31, 1999, the Company had commitments in the 
form of foreign exchange contracts to sell US dollars in the amount of 
$36,000 (1998 — $0). 


26. Financial Instruments and Risk Management (continued) 


The Company's exposure to interest rate risk is limited to its 
long-term debt. The effective interest rate on the long-term debt 
approximates the stated rate because there are no significant 
premiums or discounts. 

In addition to physical spot and term purchases, the Company at 
times employs futures, swaps and option agreements to establish the 
cost on a portion of its natural gas requirements. These instruments 
are intended to hedge the future cost of the committed and 
anticipated natural gas purchases for its US nitrogen plants. Under 
these arrangements, the Company receives or makes payments 
based on the differential between a specified price and the actual 
spot price of natural gas. The Company has certain available lines of 
credit which are utilized to reduce cash margin requirements to 
maintain the derivatives. Cash margin requirements which have been 
advanced as at December 31, 1999 totalled $4,382 (1998 — 
$16,199) and are included in inventory. 

As at December 31, 1999, the Company had derivatives 
qualifying for deferral in the form of futures and swaps. The futures 
represented a notional amount of 13.9 million MMBtus of natural gas 
with maturities in 2000 through 2002. The swaps represented a 
notional amount of 86.4 million MMBtus with maturities in 2000 
through 2004. As at December 31, 1999, net gains arising from 
settled hedging transactions which are included as a component of 
finished goods inventory were not material. 

The Company is exposed to credit related losses in the event of 
non-performance by counterparties to derivative financial instruments. 
The Company anticipates, however, that counterparties will be able to 
fully satisfy their obligations under the contracts. 

The major concentration of credit risk arises from the Company's 
receivables. A majority of the Company's sales are in North America 
and are primarily for use in the agricultural industry. The Company 
seeks to manage the credit risk relating to these sales through a credit 
management program. Internationally, the Company's products are 
sold primarily through two export associations whose accounts 
receivable are either insured or secured by letters of credit. 

The carrying amount of the Company's cash and cash 
equivalents, accounts receivable, short-term debt and accounts 
payable and accrued charges approximates fair values because of 
short-term maturities. The carrying amount of the Company's long- 
term debt (except the Notes Payable whose approximate fair value at 
December 31, 1999 was $367,112) approximates estimated fair 
value because the stated interest rates approximate the market rate. 


27. Contingencies 


General 

PCS is a shareholder in Canpotex which markets potash offshore. 
Should any operating losses or other liabilities be incurred by Canpotex, 
the shareholders have contractually agreed to reimburse Canpotex for 
such losses or liabilities in proportion to their productive capacity. There 
were no such operating losses or other liabilities in 1999. 

In common with other companies in the industry, the Company 
is unable to acquire insurance for underground assets. 

In June 1993, the Company was served with a complaint relating 
to a suit filed in the United States District Court for Minnesota against 
most North American potash producers, including the Company. The 
complaint alleged a conspiracy among the defendants to fix the price of 
potash purchased by the plaintiffs as well as potash purchased by the 
members of a class of certain purchasers proposed by the plaintiffs. The 
complaint sought treble damages and other relief. The complaint was 
originally dismissed but this decision was reversed by a three-judge 
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27. Contingencies (continued) 


panel on appeal. The defendants were granted a rehearing of the 
appeal en banc, which was heard on September 13, 1999 (see 
Note 33a). Management of the Company, having consulted with legal 
counsel, believes that the allegations are without merit, that the 
Company has valid legal defences and that the lawsuit will not have a 
material adverse effect on the Company. However, management 
cannot predict with certainty the outcome of the litigation. 

Additional complaints were filed in the California and Illinois State 
Courts on behalf of purported classes of indirect purchasers of potash 
in those states. The parties in the California lawsuit have agreed to stay 
proceedings pending the outcome of the appeal to the United States 
Court of Appeals for the Eighth Circuit. The lllinois State Court 
complaint has been dismissed for failure to state a cause of action. 

In 1997, five former officers of Arcadian Corporation filed lawsuits 
against PCS in the United States District Court for the Western District 
of Tennessee. The complaints allege that PCS breached employment 
agreements between Arcadian and the officers and breached the 
related assumption agreement among PCS, PCS Nitrogen and 
Arcadian. The complainants sought damages in excess of $39,300. 
Each complaint also seeks additional unspecified damages. On 
December 1, 1998, the court entered judgments in the amount of 
$18,500 with respect to three of the claims. The Company has filed 
Notices of Appeal with respect to these judgments. In 1998, the 
Company settled the other two claims for the total amount of $1,400. 
Management of the Company, having consulted with legal counsel, 
believes that the lawsuits will not have a material adverse effect on 
the Company's financial condition or results of operations. 

On May 11 and 12, 1999, representatives of the United States 
Environmental Protection Agency (“EPA’), Federal Bureau of 
Investigation and other state and local agencies executed a search 
warrant on the Company's Geismar facility in connection with a grand 
jury investigation. The grand jury investigation is continuing. The 
Company cannot predict at this time what may result from the 
government's investigation or whether any such result would have a 
material adverse effect on the Company. 

On October 13, 1999, PCS Joint Venture submitted to the EPA 
Phase | of a work plan to conduct a Remedial Investigation and 
Feasibility Study (“RI/FS") of certain releases to the soil and 
groundwater of the PCS Joint Venture facility in Lakeland, Florida and 
other area properties. On October 21, 1999, PCS Joint Venture signed 
an Administrative Order by Consent under which PCS Joint Venture 
agreed to conduct the RI/FS. These soil and groundwater releases 
have also been the subject of an investigation by the Florida 
Department of Environmental Protection (“FDEP”) and the subject of 
a Complaint filed by the FDEP against PCS Joint Venture and a number 
of other defendants. Discovery is still continuing in that proceeding. On 
September 23, 1999, an action was served on PCS Joint Venture and 
eight other defendants on behalf of a class of persons living in the 
vicinity of the site who claim to have suffered damages as a result of 
releases from the site. PCS Joint Venture intends to defend itself 
vigorously in both actions, while also continuing to work to assess and 
evaluate the nature and extent of the impacts at the site. No final 
determination has yet been made of the nature, timing or cost of 
remedial action that may be needed nor to what extent costs incurred 
may be recoverable from third parties, 

Various other claims and lawsuits are pending against the 
Company. While it is not possible to determine the ultimate outcome 
of such actions at this time, it is management's opinion that the 
ultimate resolution of such items, including those pertaining to 
environmental matters, will not have a material effect on the 
Company's financial condition or results of operations. 
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27. Contingencies (continued) 


Uncertainty due to the Year 2000 Issue 

The Year 2000 Issue arises because many computerized 
systems use two digits rather than four to identify a year. Date- 
sensitive systems may recognize the year 2000 as 1900 or some 
other date, resulting in errors when information using year 2000 
dates is processed. Although the change in date has occurred, it is not 
possible to conclude that all aspects of the Year 2000 Issue that may 
affect the Company, including those related to the efforts of 
customers, suppliers or other third parties, have been fully resolved. 


28. Related Party Transactions 


The Company has a one-third interest in Canpotex which 
markets potash offshore. Sales to Canpotex are at prevailing market 
prices. Sales for the year ended December 31, 1999 were $254,711 
(1998 — $252,464; 1997 — $229,666). 

Account balances resulting from the Canpotex transactions are 
included in the Consolidated Statements of Financial Position and 
settled on normal trade terms. 


29. Supplemental Cash Flow Information 


In March 1997, the Company issued common shares valued at 
$573,278 in exchange for shares of Arcadian Corporation. There have 
been no other significant non-cash transactions. 


30. Quarterly Results (unaudited) 


The following quarterly information in management's opinion 
includes all adjustments (consisting solely of normal recurring 
adjustments) necessary for fair presentation. 


First Second Third Fourth 
Quarter Quarter Quarter Quarter 

1999 
Net sales $549,341 $564,483 $ 453,578 $493,662 


Gross Margin $122,041 $140,719 $ 66,343 $ 79,168 


Provision for 
plant closures 


and office 
consolidation $ — $ — $ 55,403 $ 9,547 
Provision for 
asset 
impairment $ —- $ — $ 525,118 $ 1,449 
Operating 
Income (Loss) $ 74,977 $ 96,903 $ (551,926) $ 29,345 
Net Income 
(Loss) $ 39,517 $ 61,790 $ (524,244) $ 10,943 
Net Income 
Loss) per Share $0.73 $1.14 $(9.66 $0.20 
First Second Third Fourth 
Quarter Quarter Quarter Quarter 
1998 
Net sales $583,812 $660,442 $521,368 $542,141 


Gross Margin $150,673 $186,631 $140,188 $131,855 


OSS STEIN 1 0/98 100 OS I PTAC ISSR SIS 855) 
Operating Income $109,790 $146,909 $ 95575 $ 93,782 
eee ON Dt ee Oe 


Net Income $63,009 $ 89117 ¢ 54,704. $ 54173 
Net Income 


per Share $1.17 $1.64 $1.01 $1.00 


Net Income (Loss) per Share for each quarter has been 
computed based on the weighted average number of shares issued 
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30. Quarterly Results (unaudited) (continued) 


and outstanding during the respective quarter; therefore, quarterly 
amounts may not add to the annual total. 


31. Comparative Figures 


Certain of the prior years’ figures have been reclassified to 
conform with the current year’s presentation. 


32. United States Generally Accepted Accounting 
Principles 


A description of certain significant differences between Canadian 
GAAP and US GAAP follows: 

Marketable securities: The Company's investment in Israel 
Chemicals Ltd. (“ICL”) is stated at cost. US GAAP would require that 
this investment be classified as available-for-sale and be stated at 
market value. 

Foreign currency translation adjustment: The foreign currency 
translation adjustment results from the restatement of prior periods so 
that all periods presented are in the same reporting currency. US GAAP 
requires that the comparative Consolidated Statements of Income and 
the Consolidated Statements of Cash Flow be translated using weighted 
average exchange rates for the applicable periods. In contrast, the 
Consolidated Statements of Financial Position are translated using the 
exchange rates at the end of the applicable periods in accordance with 
Canadian GAAP. The difference in these exchange rates is what gives 
rise to the foreign currency translation adjustment. 

Net sales: Sales are recorded net of freight costs (less related 
revenues) and transportation and distribution expenses. US GAAP 
would require that net freight costs be included in cost of sales and 
transportation and distribution expenses be reported as an 
operating expense. 

Comprehensive income: Comprehensive income is not 
recognized under Canadian GAAP. US GAAP would require the 
recognition of comprehensive income. 

Provision for asset impairment: The provision for asset 
impairment under Canadian GAAP is measured based on the 
undiscounted cash flow from use together with the residual value of 
the asset. US GAAP would require that the provision for asset 
impairment be measured based on fair value, which resulted in 
additional writedowns of property, plant and equipment and goodwill 
for US GAAP purposes. 

Provision for plant closures: The provision for plant closures 
under Canadian GAAP includes the non-cash parts inventory 
writedown. US GAAP would require that this writedown be included 
in selling and administrative expenses. 

Pre-operating costs: Operating costs incurred during the 
start-up phase of new projects are deferred until commercial 
production levels are reached, at which time they are amortized over 
the estimated life of the project. US GAAP would require that these 
costs be expensed as incurred. 

Stock-based compensation: In 1995, the Financial Accounting 
Standards Board issued SFAS No. 123 “Accounting for Stock-Based 
Compensation”. The Company has decided to continue to apply APB 
Opinion 25 (‘APB 25") for measurement of compensation of 
employees. 

The application of US GAAP, as described above, would 
have had the following approximate effects on net (loss) 
income, net (loss) income per share, total assets and 
shareholders’ equity: 
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32. United States Generally Accepted Accounting Principles (continued) 


1999 1998 1997 
Net (loss) income as reported — Canadian GAAP $ (411,994) $ 261,003 $ 297,138 
Items (increasing) decreasing reported net (loss) income 
Provision for asset impairment (217,953) = = 
Pre-operating costs (4,605) = a 
Deferred income taxes 51,970 _ 11,382 
Approximate net (loss) income — US GAAP $ (582,582) $ 261,003 $ 285,756 
“Weighted average shares outstanding — US GAAP 54,230,000 54,177,000 52,275,000 
Approximate net (loss) income per share — US GAAP $(10.74) $4.82 $5.47 
Total assets as reported — Canadian GAAP $3,916,830 $4,534,257 $4,427,592 
Items increasing (decreasing) reported total assets 
Available-for-sale security (unrealized holding gain) 26,212 14,906 = 
Property, plant and equipment (168,632) —- — 
Pre-operating costs (4,605) = = 
Goodwill (49,321) = = 
Approximate total assets — US GAAP $3,720,484 $4,549,163 $4,427,592 
Total shareholders’ equity as reported — Canadian GAAP $1,962,386 $2,453,761 $2,227,891 
Items increasing (decreasing) reported shareholders’ equity 
Other comprehensive income, net of tax 16,858 8,944 _ 
Provision for asset impairment (217,953) — = 
Pre-operating costs (4,605) _ — 
Deferred income taxes 51,970 = — 
Approximate shareholders’ equity - US GAAP $1,808,656 $2,462,705 $2,227,891 


Supplemental US GAAP Disclosure 

Available-for-Sale Security 

The Company's investment in ICL is classified as available-for-sale. The fair market value of this investment at December 31, 1999 was 
$119,044 and the unrealized holding gain was $26,212. 


New Accounting Pronouncements 

During 1999, the Financial Accounting Standards Board (“FASB”) issued SFAS No. 134, “Accounting for Mortgage-Backed Securities 
Retained after the Securitization of Mortgage Loans Held for Sale by a Mortgage Banking Enterprise”, SFAS No. 135, “Rescission of FASB 
Statement No. 75 and Technical Corrections”, and SFAS No. 136 “Transfers of Assets to a Not-for-Profit Organization or Charitable Trust That 
Raises or Holds Contributions for Others”. None of these pronouncements will have an impact on the Company's consolidated financial 
statements. FASB also issued SFAS No. 137 “Accounting for Derivative Instruments and Hedging Activities — Deferral of the Effective Date of 
FASB Statement No. 133”. This pronouncement deferred the implementation of SFAS No. 133 for the Company until the first quarter of 2001. 
The impact of the adoption of SFAS No. 133 on the Company's consolidated financial statements is not presently determinable. 


Stock Compensation Plans 

The Company has two stock-based compensation plans which are described in Note 16. The Company applies APB 25 and related 
interpretations in accounting for its plans. No compensation cost has been recognized under APB 25 as the exercise price is the quoted market 
closing price of the Company's common shares on the last trading day immediately preceding the date of the grant. Had compensation cost 
for the Company's plans been determined based on the fair value at the grant dates for awards under the plans consistent with the method 
of SFAS No. 123, the Company's net (loss) income and net (loss) income per share for the years ending December 31, 1999, 1998 and 
1997 would have been reduced to the pro forma amounts indicated below: 


1999 1998 1997 
As Reported Pro Forma As Reported Pro Forma As Reported Pro Forma 
Net (loss) income $(582,582)  $(602,509) $261,003 $239,667 $285,756 $271,497 
Net (loss) income per share $(10.74) $(11.11) $4.82 $4.42 $5.47 $5.19 


In calculating the foregoing pro forma amounts, the fair value of each option grant was estimated as of the date of grant using the 
Modified Black-Scholes option-pricing model with the following weighted average assumptions: 


1999 1998 1997 
Expected dividend $0.99 $0.92 $1.03 
Expected volatility 28% 30% 26% 
Risk-free interest rate 6.03% 4.83% 5.80% 
Expected life of option 8 years 10 years 10 years 
Expected forfeitures 10% 26% 26% 


The following supplemental schedules present the Consolidated Financial Position, Income and Retained Earnings, Cash Flow and 
Comprehensive Income in accordance with US GAAP as adjusted for the GAAP differences described in this note. 
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Supplemental Schedule of Consolidated Financial Position 
As at December 31 


1999 1998 
Assets 
Current Assets 
Cash and cash equivalents $ 44,037 $ 67,971 
Accounts receivable 269,264 302,974 
Inventories 377,232 364,397 
Prepaid expenses 35,702 38,839 
726,235 774,181 
Property, plant and equipment 2,708,428 3,003,443 
Gaocwil 60,057 559,621 
Other assets 225,764 211,918 
$3,720,484 $4,549,163 
Liabilities 
Current Liabilities 
Short-term debt $ 474,504 $ 94940 
Accounts payable and accrued charges 349,062 349,684 
Current portion of long-term debt 7,437 386 
831,003 445,010 
Long-term debt 437,020 933,294 
Deferred income tax liability 366,755 423,815 
Accrued post-retirement/post-employment benefits 148,409 151,179 
Accrued reclamation costs 112,175 129,399 
Other non-current liabilities and deferred credits 16,466 23,761 
1,911,828 2,086,458 
Shareholders’ Equity 
Share Capital 1,216,533 1,227,599 
Contributed Surplus 321,494 336,486 
Retained Earnings 274,700 910,605 
Foreign Currency Translation Adjustment (20,929) (20,929) 
Other Comprehensive Income 16,858 8,944 
1,808,656 2,462,/05 
$3,720,484 $4,549,163 
Supplemental Schedule of Consolidated Income and Retained Earnings 
For the Years Ended December 31 
1999 1998 1997 
Net sales $2,350,124 $2,601,697 $2,610,346 
Cost of goods sold 1,869,709 1,914,757 1,963,565 
Gross Margin 480,415 686,940 646,781 
Selling, distribution and administrative 201,241 193,605 161,273 
Provincial mining and other taxes 77,085 80,088 70,312 
Provision for plant closures and office consolidation 56,752 - = 
Provision for asset impairment 744,520 = a 
Other income (25,924) (32,809) (32,444) 
1,053,674 240,884 199,141 
Operating (Loss) Income (573,259) 446,056 447,640 
Interest Expense 53,824 67,574 81,439 
(Loss) Income Before Income Taxes (627,083) 378,482 366,201 
Income Taxes (Recovery) (44,501) 117,479 80,445 
Net (Loss) Income (582,582) 261,003 285,756 
Retained Earnings, Beginning of Year 910,605 701,285 470,837 
Dividends (53,323) (51,683) (55,308) 
Retained Earnings, End of Year $ 274,700 $ 910,605 $ 701,285 
Net (Loss) Income Per Share — Basic $(10.74) $4.82 $5.47 
Net (Loss) Income Per Share - Fully Diluted $(10.74) $4.80 $5.42 
Dividends Per Share $ 0.99 $0.96 $1.03 


co 


NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS 


32. United States Generally Accepted Accounting Principles (continued) 


Supplemental Schedule of Consolidated Cash Flow 
For the Years Ended December 31 


1999 1998 1997 

Operating Activities 
Net (loss) income $(582,582) $261,003 $285,756 
Items not affecting cash 

Depreciation and amortization 191,106 190,880 170,002 

Loss (gain) on disposal of property, plant and equipment 459 (99) (4,739) 

Provision for plant closures and office consolidation 37,132 — - 

Provision for asset impairment 744,520 — = 

Provision for deferred income tax (59,125) 97,203 45,873 

Provision for post-retirement/post-employment benefits 7,381 6,848 6,166 
Changes in non-cash operating working capital 

Accounts receivable 33,779 48,751 23,470 

Inventories (16,067) (7,859) 19,873 

Prepaid expenses 3,175 (16,603) 3156 

Accounts payable and accrued charges (5,024) 1,301 (72,006) 

Current income taxes 8,107 (3,778) 3,383 
Accrued reclamation costs (20,680) (7,436) (7,407) 
Other non-current liabilities and deferred credits (3,177) 7,749 (6,286) 
Cash provided by operating activities 339,004 577,960 467,821 
Investing Activities 
Additions to property, plant and equipment (118,846) (190,155) (160,337) 
Acquisition of Minera Yolanda S.C.M. (Note 4) (36,943) — ~— 
Acquisition of Arcadian Corporation - - (474,985) 
Proceeds from disposal of property, plant and equipment 1,873 31,926 15,276 
Additions to other assets (19,227) (85,066) (22,091) 
Cash used in investing activities (173,143) (243,295) (642,137) 
Financing Activities 
Proceeds from long-term obligations - 143,000 1,210,000 
Repayment of long-term obligations (489,978) (376,329) (699,979) 
Proceeds from short-term debt 379,564 215,000 210,000 
Repayment of short-term debt - (221,988) (108,072) 
Repayment of Senior Notes ~ — (374,526) 
Dividends (53,323) (51,683) (55,308) 
Repurchase of shares (29,262) — _ 
Issuance of shares 3,204 16,550 7,287 
Cash (used in) provided by financing activities (189,795) (275,450) 189,402 
(Decrease) Increase in Cash and Cash Equivalents (23,934) 59,215 15,086 
Cash and Cash Equivalents (Bank Indebtedness), Beginning of Year 67,971 8,756 (6,330) 
Cash and Cash Equivalents, End of Year $ 44,037 $ 67,971 $ 8756 
Supplemental Schedule of Consolidated Comprehensive Income 
For the Years Ended December 31 

1999 1998 1997 

Net (loss) income $(582,582) $261,003 $285,756 
Other comprehensive income 

Change in unrealized holding gain on available-for-sale security 11,306 14,906 - 

Deferred income tax expense related to other comprehensive income (3,392) (5,962) — 
Other comprehensive income, net of tax 7,914 8,944 _ 
Comprehensive (loss) income $(574,668) $269,947 $285,756 


33. Subsequent Events 


a. On February 17, 2000, the decision to dismiss the complaint against the Company relating to an alleged conspiracy to fix the price of 
potash was affirmed on appeal. The plaintiffs have the right to seek review of this opinion by the US Supreme Court. 


b. On February 22, 2000, the Company sold all of the shares of Moab Salt, Inc. for net proceeds of $2,000 which will result in a gain of 
approximately $6,000. 


Shareholder Information 


Annual Meeting 

The Annual Shareholders Meeting 
will be held at 10:30 a.m. Central 
Standard Time May 11, 2000 in the 
Adam Ballroom, Delta Bessborough Hotel, 
601 Spadina Crescent East, Saskatoon, 
Saskatchewan. 

Holders of common shares as of 
March 23, 2000 are entitled to vote at the 
meeting and are encouraged to participate. 


Dividend Reinvestment Policy 

Registered shareholders can have 
dividends reinvested in newly-issued 
common shares of PCS at prevailing 
market rates. 


Information for Shareholders 
Outside Canada 

Dividends paid to residents 
in countries with which 
Canada has bilateral tax 
treaties are generally subject 
to the 15-percent Canadian 
non-resident withholding tax. 
There is no Canadian tax on 
gains from the sale of shares 
or debt instruments owned 


by non-residents not carrying 
on business in Canada. No 
government in Canada levies 
estate taxes or succession duties. 


Investor Inquiries 

Betty-Ann Heggie, Senior Vice President, 

Corporate Relations 

Toll-free lines: Canada: (800) 667-0403 
US: (800) 667-3930 

Website: www.potashcorp.com 


Interim Reports, News Releases and 
Form 10-K 
Non-registered shareholders who wish 
to receive quarterly reports should contact 
the Corporate Relations department. News 
releases are available via fax and e-mail. 
Copies of the Company’s most recent 
Form 10-K are available upon request. 


Shares Listed 
Toronto Stock Exchange 
New York Stock Exchange 


1999 PCS Share Price — NYSE Average Weekly Price ($ Actual) 


0 
Jan Feb Mar Apr May June July Aug Sept Oct Nov Dec 


The adjacent table sets forth the high 
and low prices, as well as the 
volumes, of the Company's common 
shares as traded on the Toronto Stock 
Exchange and the New York Stock 
Exchange (composite transactions) on 
a quarterly basis. Potash Corporation 
of Saskatchewan Inc. is on the 
S&P/TSE 60 index and the TSE 100. 


' Trading prices are in CDN$ 
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Toronto Stock Exchange! 


i999 High Low Volume High Low Volume 
First Quarter 112.500 80.250 4,585,148 74.188 5S 250 ell, 2227700 
Second Quarter 95.500 VSASO) SSNS KO 64.188 50.188 8,975,500 
Third Quarter 91.000 74.950 7,576,043 61.250 50.000 9,953,400 
Fourth Quarter 76.750 62.000 6,459,241 S225 42.563 8,098,200 
Year 1999 112.500 62.000 24,535,612 74.188 42.563 38,249,800 
1998 

First Quarter 138.200 112.000 5,456,109 97.188 78.500 13,056,600 
Second Quarter 132.000 108.500 3,618,117 9295S 15.250 7,055,200 
Third Quarter 114.700 75.000 5,090,801 TITS 48.375 11,262,400 
Fourth Quarter 109.000 75.000 4,021,223 70.875 50.563 12,011,600 
Year 1998 138.200 75.000 18,186,250 97.188 48.375 43,363,800 
1997 

First Quarter 122.700 98.650 3,212,708 89.875 71.500 17,412,400 
Second Quarter 117.000 99.850 2,986,406 85.000 71.000 15,201,200 
Third Quarter 111.500 98.500 3,854,717 81.125 71.688 17,970,600 
Fourth Quarter 122.200 108.750 8,222,508 87.500 78.000 14,982,100 
Year 1997 122.700 98.500 18,276,339 89.875 71.000 65,566,300 


Ownership 

On March 1, 2000, there were 
2,658 holders of record of the Company's 
common shares. 


Common Share Transfer Agent 
In Canada: 
CIBC Mellon Trust Company 
1080 - 2002 Victoria Avenue 
Regina, Saskatchewan S4P OR7 
Phone: (306) 751-7550 

(800) 387-0825 
Website: www.cibcmellon.com 


In the United States: 

ChaseMellon Shareholder Services, L.L.C. 
85 Challenger Road, Overpeck Center 
Ridgefield Park, New Jersey 07660 
Phone: (800) 526-0801 

Website: www.chasemellon.com 


Inquiries about shareholdings, share 
transfer requirements, direct deposit of 
dividends, elimination of duplicate 
mailings, address changes or lost 
certificates should be directed to CIBC 
Mellon Trust or to the Corporate Secretary, 
PCS, Suite 500, 122 First Avenue South, 
Saskatoon, Saskatchewan S7K 7G3. 


New York Stock Exchange 


Designed by McKay Goettler Miley Communications 


Corporate Information = 


Corporate Officers and Key Management 


Potash Corporation of Saskatchewan Inc. 


William J. Doyle 
President and Chief Executive Officer 


Wayne R. Brownlee 
Senior Vice President, Treasurer 
and Chief Financial Officer 


John Gugulyn 
Senior Vice President, Administration 


John L. M. Hampton 


Senior Vice President, General Counsel and Secretary 


Betty-Ann L. Heggie 
Senior Vice President, Corporate Relations 


Barry E. Humphreys 
Senior Vice President and 
Chief Information Officer 


PCS Sales 
Gary E. Carlson, President 


PCS Potash 
Garth W. Moore, President 


PCS Phosphate 
Thomas J. Regan, Jr., President 


PCS Nitrogen 
James F. Dietz, President 


Corporate Offices 


Potash Corporation of Saskatchewan fc. 
Suite 500, 122 — 1st Avenue South 
Saskatoon, SK _S7K 7G3 

Phone: (306) 933-8500 


PCS Sales 

Suite 440, 5750 Old Orchard Road 
Skokie, IL 60077 

Phone: (800) 241-6908 

(847) 583-4400 


Effective June 1, 2000 

All US subsidiaries, including PCS Sales, 
will be located at new offices: 
PotashCorp 

1101 Skokie Boulevard 

Northbrook, IL 60062 


Asset turnover = sales + total assets 


Long-term debt to equity = long-term debt + 


shareholders’ equity 


Return on investment = net income plus interest expense + 


average invested capital 


Return on shareholders’ equity = net income + 
shareholders’ equity 


Shareholders’ equity to total assets = shareholders’ equity + 
total assets 


EBITDA represents Earnings (net income) Before Interest, 


Taxes, Depreciation and Amortization. 


Fertilizer Tonnes 


Metric tonne 2204.6 pounds, used for offshore sales; to convert to short 
tons, multiply by 1.1023 


Short ton 2000 pounds, used for sales in the United States; to convert 
to metric tonnes, divide by 1.1023 


K,O tonne Measures the potassium content of fertilizers having different 
chemical analyses; to convert to a KCI tonne, divide by 0.61 


P,0; tonne Measures the phosphorus content of fertilizers having 
different chemical analyses 


N tonne Measures the nitrogen content of fertilizers having different 
chemical analyses 


Nutrient tonne Measures the nutrient weight of potassium, phosphate and 
nitrogen fertilizers; consists of K,O tonnes, PO. tonnes and 
N tonnes 


Product tonne Standard measure of the weights of all types of potash, 
phosphate and nitrogen products 


Scientific Terms 


Potash KCl potassium chloride 
K,O potassium oxide 


Phosphate P.O, phosphoric acid 
MGA merchant grade acid, 54% P50, (liquid) 
DAP diammonium phosphate, 46% POs (solid) 
MAP monammonium phosphate, 52% P50, (solid) 
SPA superphosphoric acid, 70% PO. (liquid) 


Nitrogen NH, anhydrous ammonia, 82% N (gas, liquid) 
HNO, nitric acid (liquid) 
NH,NO,; ammonium nitrate, 34% N (solid, liquid) 
CO(NH,)>, ~—_ urea, 46% N (solid) 
UAN solution nitrogen solution, 28-32% N (liquid) 


Nitrogen Production Factors 


To produce 
1 short ton of: Requires: 


Ammonia 34.5 million BTU of natural gas 


Urea solution 0.58 tons of ammonia 

0.78 tons of carbon dioxide (CO>) 
Urea prills (46% N) 1.01 tons of urea solution 
Nitric acid (22% N) 


Ammonium nitrate solution 0.80 tons of nitric acid 
0.22 tons of ammonia 


0.29 tons of ammonia 


0.45 tons of ammonium nitrate solution 
0.35 tons of urea solution 


UAN solution (2% N) 


Free cash flow is the cash, exclusive of the change in working capital, which 
is provided by operations less disbursements for sustaining capital, capitalized 
turnarounds and dividends. 


Return on capital employed = (net income + after-tax interest expense + 
unusual items [net of tax]) + average (long-term liabilities + 
shareholders’ equity) 


Cash flow return = (operating income — cash taxes + depreciation and 
amortization + unusual non-cash items) + weighted average (assets + 
accumulated depreciation and amortization — non-interest bearing 
current liabilities) 


PCS vs. Rest of Fertilizer Industry 


% Cumulative Total Shareholder Return 


1994 1995 1996 1997 1998 1999 


PCS has outperformed the fertilizer sector amid 
the challenges of weather, politics, economic spirals 
and changes in farm acreage and prospects. 


Potash Corporation Now 
of Saskatchewan Inc. 


Suite 500, 122 - Ist Avenue South Saskatoon Saskatchewan Canada S7K 7G3 
www.potashcorp.com 
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